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In accordance with Section 719(k) of the Defense Production Act of 1950, 
as amended, I respectfully submit the progress report of the Cost Accounting 
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INTRODUCTION
The Cost Accounting Standards Board 
was created as an agent of the Congress in 
August 1970 by an amendment (Public Law 
91-379) to the Defense Production Act of 
1950. The Board has submitted Progress 
Reports to the Congress since 1972.
The Comptroller General of the United 
States is designated by Public Law 91-379 as 
Chairman of the Cost Accounting Stan­
dards Board. Pursuant to that law, the 
Chairman, Elmer B. Staats, appointed four 
members to serve on the Board for a term of 
4 years each. The current Board Members 
appointed in March 1975 are:
—Herman W. Bevis, formerly the Senior 
Partner of the firm of Price Waterhouse 
& Co., Certified Public Accountants 
-Robert K. Mautz, Partner in the firm of 
Ernst & Ernst, Certified Public Account­
ants
—Terence E. McClary, Assistant Secre­
tary of Defense (Comptroller)
—John M. Walker, Senior Vice President 
and Corporate Treasurer, Texas Instru­
ments, Incorporated.
HIGHLIGHTS OF ACTIVITIES
This report describes the progress made 
by the Board during the fiscal year ended 
June 30, 1976. Summarized below are the 
highlights of the activities of the Board 
during the year:
1. During fiscal year 1976 the Board 
promulgated three new Cost Accounting 
Standards and an Interpretation of an 
existing Standard:
--Allocation of Business Unit General 
and Administrative (G&A) Expenses to 
Final Cost Objectives 
-Composition and Measurement of 
Pension Cost
--Cost of Money as an Element of the 
Cost of Facilities Capital 
-Interpretation No. 1 to Cost 
Accounting Standard 402, Consistency in 
Allocating Costs for the Same Purpose.
The Board also promulgated on July 28, 
1976, a Standard on Accounting for the 
Cost of Deferred Compensation. In
addition, the Board had in various stages of 
research and development potential stan­
dards dealing with 13 subjects. The 
Standards promulgated by the Board 
during the year and the nature and status of 
current research studies are summarized on 
page 6 of this report.
2. The filing requirement for Disclosure 
Statements was modified during fiscal year 
1976 to cover companies which received 
awards of defense prime contracts subject to 
Cost Accounting Standards totaling more 
than $10 million in fiscal year 1974 or 1975. 
Further, effective March 31, 1977, a 
company will be required to file a 
Disclosure Statement if it receives awards of 
more than $10 million in prime contracts 
and subcontracts subject to Cost Account­
ing Standards in fiscal year 1976 or in any 
subsequent fiscal year. From October 1, 
1972, through June 30, 1976, 1,377 
Disclosure Statements have been submitted 
to Government agencies by 190 companies. 
(See page 5.)
A copy of each completed Disclosure 
Statement is sent to the Board, and 
responses are maintained in a computerized 
data bank to facilitate analysis and corre­
lation of the data for research purposes. 
Information contained in Disclosure State­
ments filed with the Board is presented in 
aggregate statistical form as Appendix C to 
this report. (See page 25.)
3. The Board has a continuing responsi­
bility to evaluate the effectiveness of 
materials which it promulgates and to assist 
in the implementation of them. The 
evaluation process is facilitated by obtain­
ing annual reports from Federal agencies 
and by monitoring the progress made in the 
implementation of the Board’s Standards, 
rules and regulations. Federal agencies have 
reported to the Board that during the year 
they resolved 440 noncompliance deter­
minations. In addition, there were 208 
noncompliance determinations remaining 
unresolved at the close of 1975. In their 
general evaluation of the effects of Board 
promulgations, agencies reported benefits 
stemming from improved quality of con­
tractor proposals, greater visibility of cost 
and pricing data, shorter periods needed for
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contract negotiation, and enhanced audit 
capabilities. (See page 11.)
4. The Board has an extensive program 
for the research of potential Cost Account­
ing Standards. The research procedure 
includes an in-depth study of each subject 
area and continuous dialogue with Govern­
ment agencies, contractors and representa­
tives of the accounting profession. Actual 
practices of contractors and the underlying 
accounting concepts are considered by the 
Board in developing alternative proposals. 
During the year the Board distributed to 
organizations and individuals who have 
volunteered to participate in the Board’s 
research process (a) papers soliciting views 
on specific issues involved in five subjects; 
(b) preliminary drafts of three Standards; 
and (c) Federal Register exposure drafts of 
four proposed Standards. The Board’s 
research procedure is outlined starting on 
page 3.
5. During fiscal year 1976 there was a 
very substantial reduction in the number of 
requests from procurement agencies for 
waivers from the Board’s rules and regu­
lations. A partial exemption was granted for 
British firms performing U.S. defense 
contracts and subcontracts, requiring those 
firms only to disclose their accounting 
practices and to follow such disclosed 
practices. (See page 13.)
BOARD ORGANIZATION 
AND OPERATIONS
The Board’s Executive Secretary is 
Arthur Schoenhaut and its General Counsel 
is Harry R. Van Cleve, both of whom have 
served with the Board from the beginning of 
its operations in 1971. As of June 30, 1976, 
the Board had a full-time staff of 37 
employees-24 professional and 13 admini­
strative and clerical. In staff selection, the 
Board has been successful in recruiting and 
maintaining individuals with the same type 
of experience as is evidenced by the 
backgrounds of the Board members, i.e., 
professionals from Government, industry, 
public accounting, and the academic 
community.
Appendix A to this report contains a brief 
background description of each of the
Board members and the professional staff 
members.
The Board generally holds monthly 
meetings lasting 1 or 2 days. Staff papers 
are distributed to Board members through­
out the month and are discussed with Board 
members individually by the staff in 
advance of each Board meeting. Board 
members are in frequent communication 
with the staff on materials being developed 
by the staff.
Since its inception, the Board has 
vigorously encouraged the cooperation of all 
those who might be interested in Cost 
Accounting Standards. The Board contin­
ues to benefit from the participation, 
cooperation and communication with over 
2,000 representatives of industry, the public 
accounting profession, the academic 
community and other Government 
agencies.
During the past year the Administrator of 
the Office of Federal Procurement Policy 
assumed the chairmanship of the Inter­
agency Advisory Committee to the Cost 
Accounting Standards Board. Several 
meetings of the Committee have been held 
during the year. The cooperative spirit of 
this Committee and of the individual 
Federal agencies involved has materially 
assisted in the implementation of promul­
gated Standards, rules and regulations. The 
Board continues to correspond and meet 
with officials of the Securities and Exchange 
Commission, the Internal Revenue Service, 
and the Renegotiation Board to explore 
areas of common interest.
Accounting for the costs of Government 
contracts often deals with the same expen­
ditures and the same problems of assigning 
costs to time periods as are of interest in 
financial and income tax accounting. The 
Board, therefore, believes that cooperation 
and coordination with other authoritative 
bodies will be of considerable benefit to all 
organizations having responsibilities for 
issuing pronouncements involving account­
ing matters. During the past year the Board 
has had several meetings with represent­
atives of the Financial Accounting Stan­
dards Board to explore areas of mutual 
interest, to exchange appropriate research
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data and to discuss the accounting concepts 
of proposed Standards. Both Boards have 
recognized that the public interest would 
not be served by their issuing divergent 
requirements unless the objectives of 
Government contract cost accounting and 
financial accounting are different with 
respect to a particular subject.
In May 1976, the Board presented its 
Public Service Award to the American 
Institute of Certified Public Accountants 
(AICPA). The award was for assuring, 
through the work of its Committee on 
Liaison with the Cost Accounting Standards 
Board, the active and constructive partici­
pation by the public accounting profession 
in the Cost Accounting Standards Board’s 
research in cost accounting. The Board’s 
award noted that the AICPA Committee 
has contributed significantly to the pro­
fessional quality of Cost Accounting 
Standards.
A tabulation of the major rules, regu­
lations and Cost Accounting Standards 
promulgated by the Board from 1972 
through the present is contained in 
Appendix B.
RESEARCH AND DEVELOPMENT 
OF STANDARDS
The process which precedes the promul­
gation of any Cost Accounting Standard is 
characterized by an in-depth study of the 
subject areas and by participation of 
interested parties. The Board is not 
committed to any specific research process, 
but uses any techniques and resources 
which are appropriate to the subject at 
hand. The Board encourages those who are 
interested in its work to participate at every 
stage in the development. The typical 
research steps leading to promulgation of 
Standards are briefly described below.
1. Selection of topics—Specific subjects 
for research and possible development of 
Cost Accounting Standards are selected 
after considering the nature and magnitude 
of the costing problems related to the 
subject, as well as the relationship of the 
subject to other Standards and other staff 
research projects. Board approval of a work
project and of its continuance does not 
necessarily result in promulgation of a 
Standard.
2. Research of the existing situation— 
Early research typically involves review of 
the accounting literature and the account­
ing concepts involved. It often involves 
interactions with representatives of pro­
fessional accounting organizations. Early 
research also usually involves review of the 
treatment of the cost in connection with 
negotiated contracts and review of Govern­
ment procurement regulations and the 
decisions of courts and Boards of Contract 
Appeals.
3. Analysis of alternatives—The Board 
develops analytical discussions of cost 
accounting issues, and prepares questions 
designed to elicit both opinions and relevant 
empirical data concerning the subject. 
During fiscal year 1976, issues papers or 
questionnaires were distributed on five 
subjects: (a) distinguishing between direct 
and indirect costs, (b) indirect costs of 
colleges and universities, (c) allocation of 
material-related costs, (d) accounting for 
insurance costs, and (e) accounting for costs 
of service centers.
4. Preliminary draft Standards—Analysis 
of problems, current practices, and the 
possible choices for action, lead to the 
development of a specific proposal as a 
possible Cost Accounting Standard. During 
fiscal year 1976 preliminary draft standards 
were distributed on three subjects: (a) 
adjustment and allocation of pension cost, 
(b) allocation of manufacturing overhead, 
and (c) accounting for the cost of deferred 
compensation.
5. Federal Register exposure—After con­
sideration of all the results of the earlier 
research steps, the Board reviews the entire 
topic and determines whether to proceed 
with the process of development of a 
Standard. If the Board decides to proceed, 
the proposed Cost Accounting Standard is 
published in the Federal Register as part of 
the research process. Such publication 
serves as a formal public solicitation by the 
Board for comments on the proposal. 
Official exposure is supplemented by direct 
mailing to the organizations and individuals
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on the Board’s research mailing list. During 
fiscal year 1976, the Board published 
exposure drafts of standards in the Federal 
Register on the subjects of (a) accounting 
for the cost of deferred compensation, (b) 
cost of money as an element of the cost of 
capital, and (c) adjustment of historical 
depreciation costs for inflation. Addi­
tionally, the Board published a second 
exposure draft on allocation of business unit 
general and administrative expenses to final 
cost objectives. Finally, proposals for 
interpretations to Standards 401 and 402 
were published.
6. Evaluation of benefits and costs and 
inflationary impact—An important aspect of 
the entire development process is the 
constant consideration of the likely benefits 
and the likely costs of implementation of 
Standards, both one-time and recurring. 
This analysis is not a step in a sequential 
process; rather it is a continuing part of the 
entire development process.
After evaluation of the costs of imple­
mentation and benefits of each Standard, 
the Board, prior to promulgation, gives 
careful consideration to any inflationary 
impact that might result from the issuance 
of a Standard. An amendment to Public 
Law 91-379 during fiscal year 1976 made a 
report on its consideration of the inflation­
ary impact, if any, mandatory on the Board 
in connection with promulgations of new 
Standards and regulations. That amend­
ment also requires the Board to consider as 
part of the probable benefits of its 
Standards, rules and regulations the advan­
tages and improvements in pricing, admini­
stration and settlement of contracts. The 
Board has previously considered any infla­
tionary impact as an integral part of its cost 
and benefit analysis. It now makes a 
specific statement on its conclusions.
7. Promulgation—After careful consider­
ation of all comments and further discus­
sions held with interested parties, the Board 
makes appropriate revisions to the proposed 
Cost Accounting Standard, and the prom­
ulgated version is published in the Federal 
Register along with the Board’s analysis of 
the major issues identified in the comments 
received. The Board’s prefatory comments,
published with the promulgated Standard, 
explain the reasons for any significant 
changes made and also the reasons for not 
making changes which were suggested. 
During fiscal year 1976 the Board promul­
gated three Standards and an Interpreta­
tion. The Board also promulgated a fourth 
Standard on July 28, 1976.
8. Congressional consideration—Stan­
dards promulgated by the Board are sent to 
the Congress at the time of final publication 
in the Federal Register. The Standards 
become effective unless the Congress, 
within 60 days of continuous session, passes 
a concurrent resolution stating in substance 
that it does not favor the proposed 
Standard. Unless disapproved, the Board’s 
promulgations have the full force and effect 
of law.
9. Continuing review—The Board has 
provided for annual reports from Govern­
ment agencies and held an Evaluation 
Conference in June 1975 to obtain the views 
of industry and others on issued Standards 
and regulations. The Board publishes 
authoritative interpretations where there 
are widespread and serious questions of the 
Board’s intent in any of its promulgations 
and will also modify any of its promulga­
tions if experience shows that modification 
is desirable.
TRAINING AND ORIENTATION
As a result of the June 1975 Evaluation 
Conference, the Board concluded that a 
continuing need existed for additional 
formalized training programs for Govern­
ment officials concerned with Cost Ac­
counting Standards. Accordingly, the 
Board’s staff members met with senior 
officials of various Government agencies to 
seek the development of a comprehensive 
training program. The Office of Federal 
Procurement Policy (OFPP) has undertaken 
the establishment of a Federal Procurement 
Institute. According to its plans, this Insti­
tute will take the lead in developing training 
throughout the Government for all officials 
engaged directly or indirectly in the 
procurement process, and such training will 
encompass Cost Accounting Standards. 
The Board will provide whatever assistance
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OFPP requires in fulfilling this mission. 
The Board continues to participate in the 
formulation and instruction of the CASB 
training program offered by the Army 
Logistics Management Center. In con­
junction with the Department of Defense, 
special efforts were undertaken by the 
Board to explain its Standards, rules and 
regulations to European contractors and 
subcontractors.
DISCLOSURE OF COST ACCOUNTING 
PRACTICES
As a condition of obtaining a negotiated 
defense contract subject to Public Law
91-379, contractors are required to disclose 
in writing their cost accounting practices 
and must agree to follow these disclosed 
practices consistently. The Board has 
established requirements for the submission 
of Disclosure Statements by contractors 
based on prime contract awards received by 
a company and its subsidiaries in Federal 
fiscal years 1971 through 1975; subcontract 
awards were required to be included for 
Federal fiscal year 1976 and subsequent 
years. Following is a summary of the filing 
requirements.
Fiscal Period






FY 1971 Net negotiated prime 
defense contracts
$30 Oct. 1, 1972
FY 1972, 
1973
Defense prime contracts of 
the type subject to CAS
$10 Apr. 1, 1974
FY 1974, 
1975
Defense prime contracts 
subject to CAS
$10 Jan. 1 ,  1976
FY 1976 Defense prime contracts and 
subcontracts subject to CAS
$10 Mar. 31, 1977
Following
years
Defense prime contracts and 
subcontracts subject to CAS
$10 Mar. 31 following 
fiscal year
Contractors are required to submit a copy 
of each Disclosure Statement to the Board 
for its use. As of June 30, 1976, reporting 
units of 190 contractors have filed 1,377 
Disclosure Statements. Data from these 
Disclosure Statements are maintained in a 
computerized data bank to facilitate 
analyses.
Any company which submitted or was 
obligated to submit a Disclosure Statement 
to the Government under any filing 
requirement by virtue of having received a 
covered contract remains subject to those 
requirements so long as it has any contract 
subject to Standards. Disclosure Statements
filed by those companies must be main­
tained in current form.
The Board has provided that Disclosure 
Statements will not be made public in any 
case when the contractor files its statement 
specifically conditioned on the Govern­
ment’s agreement to treat the Disclosure 
Statement as privileged and confidential. 
An action challenging the validity of that 
regulation was brought under 5 U.S.C. 552, 
the Freedom of Information Act (Petkas v. 
Staats, Civil Action No. 2238-72). A 
decision of the District Court for the 
District of Columbia upholding the Board’s 
position was reversed and remanded in a
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decision dated July 25, 1974, by the U.S. 
Court of Appeals for the District of 
Columbia (No. 73-2153). The hearing on 
the remand has not yet been held.
While the Board has concluded that 
public availability of the Disclosure State­
ments of individual contractors is not 
required, the Board believes that aggre­
gated information not identified to particu­
lar contractors should be made available to 
the public. Appendix C of this report 
presents Disclosure Statement information 
in aggregate statistical form.
COST ACCOUNTING STANDARDS
The Board had promulgated 10 Cost 
Accounting Standards as of the beginning 
of fiscal year 1976. Since then, four 
additional Standards were promulgated. At 
June 30, 1976, there were 14 subjects in 
various stages of research and development. 
In addition, the Board issued its first formal 
Interpretation of a previously issued Stan­
dard. The four Standards and the Interpre­
tation issued by the Board and the status of 
current research studies are summarized 
below:
ALLOCATION OF BUSINESS UNIT 
GENERAL AND ADMINISTRATIVE 
EXPENSES TO FINAL COST 
OBJECTIVES
This Cost Accounting Standard was 
published in its final form in the Federal 
Register of April 16, 1976, and will become 
effective October 1, 1976. The Standard 
provides criteria for the allocation of 
business unit general and administrative 
(G&A) expenses to final cost objectives. The 
use of a cost input base for allocation of 
G&A expenses is specified. The Standard 
also provides criteria for the allocation of 
home office expenses received by a segment 
to cost objectives of that segment.
The development of this Standard was 
initiated in recognition of the problems that 
have been encountered in the allocation of 
G&A expenses to contracts. In part, the 
problems in this area were created by the 
absence of a requirement in procurement
regulations dealing specifically with the 
allocation of business unit G&A expenses. 
Practices related to the allocation of G&A 
expenses were covered by general regulatory 
provisions dealing with allocability and 
indirect cost. These provisions have not 
included criteria for the selection of 
allocation practices in given circumstances. 
This lack of guidelines, particularly with 
respect to the selection of an allocation 
base, was a problem because the volume 
and mix of fixed price and cost reimburse­
ment contracts of a particular contractor 
may vary significantly from period to 
period, which may have a substantial 
impact on the G&A expense allocation to 
specific contracts.
Because of the complexity and controver­
sial nature of the subject, the Board’s 
research preceding the promulgation of this 
Standard extended over a period of more 
than 4 years. The research included a 
questionnaire to solicit a sample of existing 
practices and the reasons supporting the 
existing practices. Responses to this 
questionnaire were received from 65 
sources. Based on the information obtained 
in response to the questionnaire, and the 
analysis of interviews with a number of 
contractors, a preliminary draft Standard 
was developed and distributed for com­
ment. Ninety-seven responses to this draft 
were received.
A proposed Standard was published in 
the Federal Register of September 24, 1974. 
After reviewing the 65 responses to that 
publication, the Board revised the proposal. 
As part of its research in preparing the 
revised proposal, the Board surveyed a 
number of companies which used a cost of 
sales base to allocate G&A expenses. The 
survey was designed to compare the results 
of using a cost of sales base with the results 
of using a cost input base to allocate G&A 
expenses. The survey established that the 
use of a cost of sales base as compared with 
a cost input base can result in a significant 
difference in the allocation of G&A 
expenses to final cost objectives.
The revised proposal was published in the 
Federal Register of September 9, 1975. The 
Board received 71 letters of comment on
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this publication. Soon after the revised 
proposal was published, the Board met with 
representatives of the Council of Defense 
and Space Industry Associations and the 
Interagency Advisory Committee to discuss 
the Standard. After making further 
revisions, the Board promulgated the 
Standard in April 1976.
The Standard provides a long lead time to 
prepare for compliance with its require­
ments. For the majority of those contractors 
who will have to change from a cost of sales 
base to a cost input base, compliance with 
the provisions of this Standard will be 
required as of the start of calendar year 
1978. This long lead time provides both the 
Government and contractors an oppor­
tunity to prepare appropriate administra­
tive procedures for implementation of this 
Standard.
Among the benefits the Board believes 
will be derived from the use of this Standard 
are a more equitable treatment of all costs 
incurred during a cost accounting period, 
improved measurement of the cost of final 
cost objectives, reduction in disputes 
through establishment of criteria for eval­
uation and selection of the allocation base 
for the G&A expense pool, and an increase 
in the comparability of cost data among 
contractors in similar circumstances.
COMPOSITION AND MEASUREMENT 
OF PENSION COST
This Cost Accounting Standard was 
published in its final form in the Federal 
Register of September 24, 1975, and 
became effective on January 1, 1976. The 
Standard provides guidance for determi­
ning and measuring the components of 
pension cost and establishing the basis on 
which pension costs shall be assigned to a 
cost accounting period.
The development of this Standard was 
initiated as a result of the Board’s early 
research, which recognized a need for 
increased consistency and uniformity in 
accounting for pension costs. This Standard 
establishes the components of pension cost, 
the basis for measuring such cost, and the 
criteria for assigning pension costs to cost 
accounting periods.
In developing the Standard on composi­
tion and measurement of pension cost, the 
Board recognized the existence of the 
Employee Retirement Income Security Act 
of 1974 (ERISA) and the work being 
performed relative to pension accounting by 
the Financial Accounting Standards Board 
(FASB). ERISA establishes among other 
things, minimum funding standards for 
pension plans and provisions affecting 
deductibility of pension cost for tax 
purposes. Although there is some common­
ality between the funding provisions of 
ERISA and the provisions of the Standard, 
ERISA does not provide for the measure­
ment of pension costs for assignment among 
cost accounting periods or for the subse­
quent allocation of such costs to contracts. 
Accordingly, the Standard contains re­
quirements not contained in ERISA to 
accomplish these purposes.
The provisions of the Standard are within 
the constraints of generally accepted 
accounting principles. The Board recog­
nizes that the FASB could make significant 
changes in the manner in which pension 
costs are to be treated for financial 
accounting purposes. The Board maintains 
constant liaison with the FASB with regard 
to the Boards’ respective responsibilities for 
developing Standards. It also maintains 
liaison with the legislative and regulatory 
bodies responsible for developing and 
administering ERISA. The Board will 
review whatever pronouncements these 
bodies may issue and will make whatever 
revisions to the Standard it deems appro­
priate for contract costing purposes.
The Standard sets forth the components 
of pension cost for both defined-benefit and 
defined-contribution pension plans. With 
regard to defined-benefit pension plans, the 
Standard establishes the basis to be used for 
measuring each of the components of 
pension cost. The Standard also requires 
that each actuarial assumption used to 
measure pension cost be specifically identi­
fied and supported. The Standard also sets 
forth criteria for determining the extent to 
which pension costs which are assignable to 
a cost accounting period are allocable to 
cost objectives of that period. In this regard,
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the Standard deals with both funded 
pension plans and pay-as-you-go plans. The 
Standard provides that costs are allocable to 
cost objectives of a period to the extent that 
liquidation of the liability for such costs can 
be compelled or liquidation is actually 
effected in that period.
The Board’s research included an exten­
sive review of available literature and a 
review of decisions of Boards of Contract 
Appeals. The Board identified a number of 
issues which were incorporated into an 
issues paper. The issues paper and a 
subsequent preliminary Standard were sent 
to a cross-section of companies,Government 
agencies, industry and professional associ­
ations, actuaries and other interested 
individuals. Following receipt of their 
comments, the Board developed a proposed 
Standard which was published in the 
Federal Register of May 5 ,  1975. The Board 
received 80 sets of comments on the 
proposed Standard. All of these comments 
were carefully considered by the Board prior 
to promulgating the Standard in September 
1975.
When the preliminary draft Standard was 
distributed the recipients were specifically 
asked to comment on the cost of imple­
menting the Standard. The great majority 
of respondents stated that the incremental 
costs of implementation should be small. 
The anticipated benefits of this Standard 
are improved cost measurement and in­
creased consistency and uniformity in 
accounting for pension costs and assigning 
such costs to cost accounting periods, 
leading to increased assurance that the 
measured and assigned costs will be 
allocated to the proper cost objectives, 
including Government contracts.
COST OF MONEY AS AN ELEMENT OF 
THE COST OF FACILITIES CAPITAL
This Cost Accounting Standard was 
published in its final form in the Federal 
Register of June 2, 1976, and it is expected 
to become effective on October 1, 1976. The 
Standard provides a technique for measur­
ing and for allocating to contracts an 
imputed cost based on a contractor’s
investment in facilities capital. For the 
purpose of computing this cost the invest­
ment base used is the historical net book 
value of the contractor’s facilities capital. 
The rate to be applied to that investment 
base is derived from the semi-annual 
interest rate established by the Secretary of 
the Treasury pursuant to Public Law 92-41.
This Standard provides the procurement 
agencies with a means to identify the cost of 
money as an element of the cost of facilities 
capital. Prior to the promulgation of this 
Standard, contract costs have not included 
any recognition of the cost of money, which 
is undeniably a cost related to contract 
performance. The result has been that 
contract cost measurements have made no 
distinction between contracts with equal 
amounts of total incurred cost but with 
substantial differences in amounts of 
facilities investment. The lack of proper 
incentives for attracting new investment 
capital to Government contract work has 
been generally recognized as a shortcoming 
in the Government procurement process. 
This Standard should become a significant 
instrument for attracting such new capital.
The Board’s research preceding the 
development of this Standard included 
distribution of two issues papers on the 
general topic of cost of money. After 
evaluation of the responses to these issues 
papers, a preliminary draft Standard was 
developed and distributed in December 
1975. Subsequently, after additional re­
search and analysis of comments, a revised 
Standard was developed and published for 
comment in the Federal Register of March 
5, 1976. The revised Standard was limited 
to facilities capital only, because the Board 
decided to postpone consideration of cost of 
money applicable to operating or working 
capital. Comments to the revised Standard 
were analyzed and after modifications were 
made, it was promulgated in May 1976.
ACCOUNTING FOR THE COST OF 
DEFERRED COMPENSATION
This Cost Accounting Standard was 
published in its final form in the Federal 
Register of July 28, 1976, and it is expected 
to become effective on January 1, 1977. The
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Standard provides guidance for the mea­
surement of the cost of deferred compen­
sation and the assignment of such cost to 
cost accounting periods.
Procurement regulations have not pro­
vided for allocability of deferred compen­
sation except to the extent that such 
compensation is deductible for Federal 
income tax purposes. Some believed that 
this requirement was not in accordance with 
generally accepted accounting principles 
since it did not recognize the cost of 
deferred compensation in the period in 
which the contractor incurred an obligation 
to pay the employee.
The research process included a ques- 
tionnaire/issues paper which was developed 
to solicit responses to several basic issues. 
Seventy responses to this paper were 
received, the majority of which were from 
companies that had deferred compensation 
plans. Subsequently, a preliminary draft 
Standard was developed and distributed for 
comment. The Board received 53 responses 
to the draft Standard.
After consideration of the comments 
made by respondents, a revised Standard 
was published in the Federal Register of 
April 7, 1976. The Board received 34 sets of 
comments on this proposal.
As a result of the Board’s concern for the 
potential costs and benefits, the question­
naire/issues paper contained a question 
about the administrative costs involved in 
changing from a cash basis of accounting to 
an accrual basis. Most comments received 
indicated that there would be minimal 
administrative costs only. The Board be­
lieves that use of the Standard should 
increase the probability that the cost of 
deferred compensation is allocated to cost 
objectives in a uniform and consistent 
manner. The Standard incorporates tech­
niques which are designed to prevent any 
undue financing of the contractor by the 
Government.
INTERPRETATION OF STANDARD 
402, CONSISTENCY IN ALLOCATING 
COSTS INCURRED FOR THE SAME 
PURPOSE
In its March 1973 “Statement of
Operating Policies, Procedures and 
Objectives,” the Board stated its willingness 
to issue interpretations of its rules, regula­
tions, and Cost Accounting Standards if 
questions sufficiently serious and wide­
spread arose. A number of questions have 
been raised both by the Government and by 
contractors as to how Cost Accounting 
Standard 402 applies to the accounting for 
proposal costs and, particularly, as to 
whether all costs incurred in preparing 
proposals are incurred for the same purpose 
in like circumstances.
A proposed interpretation by the Board 
was published in the Federal Register of 
February 4, 1976. Thirty-two letters of 
comment were received on this publication. 
After giving careful consideration to these 
comments, the Board published Interpre­
tation No. 1 to Part 402, Cost Accounting 
Standard, Consistency in Allocating Costs 
Incurred for the Same Purpose, in its final 
form in the Federal Register of June 18, 
1976. The Interpretation provides that costs 
incurred in preparing, submitting, and 
supporting proposals pursuant to a specific 
requirement of an existing contract are 
considered to have been incurred in 
different circumstances than costs incurred 
in preparing proposals which do not result 
from such specific requirement. The Board 
believes that the Interpretation will help to 
resolve a significant area of controversy.
PROPOSAL ON ADJUSTMENT OF 
HISTORICAL DEPRECIATION COSTS 
FOR INFLATION
On October 9, 1975, the Board 
published for comment a proposed Cost 
Accounting Standard which would have 
established the principle that price-level 
adjustments should be used in the deter­
mination of contract costs by adjusting 
historical depreciation costs for inflation. 
Over 90 comments were received in 
response to this publication. Subsequently 
the Board decided to combine this topic 
with the topic of cost of money as an 
element of the cost of facilities capital, and 
on March 5 ,  1976, the Board announced the 
withdrawal of the proposed Cost Account­
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ing Standard on Adjustment of Histori­
cal Depreciation Costs for Inflation. These 
problems relating to inflation accounting 
are not unique to contract costing, and the 
Board is observing the actions by others in 
the accounting profession to develop techni­
ques appropriate to cope with inflation in 
other accounting situations.
CURRENT STUDIES
Selection of specific areas for research 
and possible development of Cost Account­
ing Standards is based primarily on (1) 
relationship to the objectives of Public Law 
91-379, (2) significance of observed cost 
accounting problems, and (3) relationship 
to other work of the Board. The research 
projects pursued in the past year are as 
follows:
1. Accounting for Direct Materials Not 
Incorporated in Contract End Items - This 
subject encompasses the accounting for the 
cost of materials which are allocable directly 
to contracts and other final cost objectives 
but which are not incorporated in end 
items. Research on this subject has indica­
ted it can be appropriately covered by an In­
terpretation to Standard 401. The Interpre­
tation was published in the Federal Register 
for comment in June 1976.
2. Allocation of Manufacturing, Engi­
neering and Comparable Overhead - This 
project covers the allocation of pools of 
manufacturing, engineering and compar­
able overhead. A preliminary draft Stan­
dard on manufacturing overhead was 
distributed for comment in March 1976, 
and responses are being analyzed.
3. Adjustment and Allocation o f Pension 
Cost - This project deals with the criteria 
used for measuring and assigning to cost 
accounting periods the value of actuarial 
gains and losses. Criteria will be developed 
for both regularly recurring and abnormal 
gains and losses. The project also deals with 
criteria for allocating pension costs from a 
home office to segments. A preliminary 
draft Standard was distributed for comment 
in June 1976.
4. Distinguishing Between Direct and 
Indirect Costs - This study covers the
accounting concepts and principles govern­
ing consistent classification of costs as 
direct or indirect, and the bases for making 
distinctions. An issues paper was distri­
buted for comment in November 1975. The 
responses have been analyzed, and a 
preliminary draft Standard is in 
preparation.
5. Accounting for Costs of Service 
Centers - Research on this subject involves 
the development of concepts for use in 
accounting for the costs of service centers. 
An issues paper was distributed for 
comment in January 1976 and responses are 
being analyzed.
6. Accounting for Insurance Costs - This 
project deals with criteria for the measure­
ment of insurance costs, including self- 
insurance, the appropriate treatment of 
premium adjustments, and the allocation of 
insurance costs to cost objectives. An issues 
paper was distributed in February 1976. 
Responses are being analyzed.
7. Allocation o f Material-Related Costs - 
This subject deals with criteria for cost-pool 
creation and allocation-base selection per­
taining to material-related costs. The scope 
includes the costs incurred for the activities 
associated with acquiring, handling, and 
controlling materials. An issues paper was 
mailed in April 1976 and responses are 
being analyzed.
8. Independent Research and Develop­
ment and Bid and Proposal Costs - This 
subject covers the accounting for costs of 
performing independent research and de­
velopment and costs of preparing bids and 
proposals by contractors engaged in Gov­
ernment contracts. Information on existing 
accounting practices concerning these costs 
has been obtained and is being analyzed.
9. Indirect Costs of Colleges and Uni­
versities - This study involves an inquiry into 
the nature and composition of indirect cost 
rates of colleges and universities which have 
defense contracts. An issues paper was 
distributed in July 1976.
10. Accounting for Contract Termina­
tions - Research continues on this study, 
which concerns the inquiry into cost 
accounting practices applicable to contracts 
which are terminated for the convenience to
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the Government. Research is continuing 
after analysis of the responses to a March 
1975 questionnaire.
11. Accounting for Intracompany 
Transfers - This project is in the preliminary 
research stage. It covers inquiry into the 
accounting problems involved in the pricing 
of intracompany sales or transfers of goods 
and services.
12. Cost of Money as an Element of the 
Cost of Operating Capital - This project was 
part of the broader topic dealing with cost 
of capital. The topic was split into two 
distinct subjects prior to the promulgation 
of the Cost Accounting Standard on Cost of 
Money as an Element of the Cost of 
Facilities Capital. The coverage of that 
Standard is limited to cost of money as 
related to facilities capital. Research is 
continuing on cost of money as related to 
operating capital.
13. Joint Product Costing - This study 
involves special cost accounting problems 
related to manufacturing processes in which 
multiple products are produced in a joint 
operation. Such processes are usually used 
in, although not necessarily limited to, the 
chemical and petroleum refining industries. 
Research on this project is in its early 
stages.
14. Terminology Project - The Board has 
a continuing effort to develop definitions for 
those terms which may be used in Cost 
Accounting Standards. Many individuals in 
Government, industry, and the public 
accounting profession, and the academic 
community participate in this effort by 
commenting on draft definitions. Defini­
tions used in Standards promulgated by the 
Board appear in Part 400 of the Board’s 
regulations.
EFFECTIVENESS OF BOARD 
PROMULGATIONS
AGENCY REPORTS
An annual report on effectiveness of 
CASB promulgations is required to be 
furnished to the Board by Federal agencies 
within 120 days after the close of each 
calendar year. Thirteen agencies submitted
reports for calendar year 1975. These 
reports are used by the Board to assess the 
effectiveness of its promulgations and to 
identify problem areas that indicate the 
need for new or revised Standards, rules, 
and regulations.
Adequacy of Disclosure Statements
Agencies reported that reviews were 
performed during the year to assure that the 
initial submissions, required by Board 
regulations, of 139 Disclosure Statements 
by contractors were accurate, current, and 
complete. Similar reviews were performed 
on changes in accounting practices pro­
posed by contractors affecting 352 Dis­
closure Statements. The reports show that 
83 Disclosure Statements and proposed 
changes were returned by contracting 
officers because of inadequate descriptions 
of cost accounting practices.
Failure to Follow Disclosed Practices 
and to Comply with Standards
Public Law 91-379 provides that con­
tractors are required to follow their 
disclosed practices and to comply with Cost 
Accounting Standards in pricing contract 
proposals and in accumulating and report­
ing contract performance cost data. If there 
are increased costs to the Government due 
to failure to comply with disclosed practices 
or Standards, contractors are required to 
repay to the Government the increased 
costs, with interest. Agency reports for 
calendar year 1975 indicate the following 
status of contracting officer noncompliance 
determinations dealing with failure to 
follow disclosed practices and violations of 
promulgated Standards:
Noncompliance Determinations Total
Unresolved, January 1, 1975 211
Issued during the year 437
648
Less resolved during the year 440
Unresolved, December 31, 1975 208
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General Evaluation of Promulgations
The general evaluation of Board promul­
gations as reported by agencies is summar­
ized below:
1. Contractor Proposals - Several agencies 
reported that improvement in the quality of 
contractor proposals continues to be ob­
served in the areas of consistency, uniform­
ity, and reliability. One agency stated:
CAS Board promulgations have 
resulted in the submission of more 
meaningful proposals. Contractors 
have been made more aware of the 
need for maintaining consistency 
between estimating, accumulating, 
and reporting costs. The awareness 
has resulted in more consistent 
proposal packages***.
2. Cost Estimation - A number of agencies 
reported greater visibility of cost and 
pricing data. One agency stated:
As both contractor and Government 
personnel have become more fami­
liar with the requirements of CAS, 
fewer inconsistencies have been en­
countered and even those have been 
more easily resolved than in the past.
Another agency stated:
Contractors appear to have prepared 
more realistic and reliable cost 
estimates supported in greater detail 
due to improved record keeping. 
This resulted in more comparability 
of cost elements before and after 
contract award.
3. Contract Negotiation - Three agencies 
reported that the negotiation period was 
shortened and negotiations improved. One 
agency reported:
Improvement in negotiations con­
tinues as a result of CAS and the 
benefits derived by more consistency 
in recording and estimating costs. 
Differences in factual cost data are 
encountered less frequently and 
generally are of a lesser magnitude 
than in the past. These improve­
ments can be attributed to the stan­
dards themselves and possibly a 
more cooperative attitude among 
contractor and Government per­
sonnel as they become more familiar 
with the standards and their 
applications.
A second agency stated:
Questions on cost accounting have 
been virtually eliminated in the con­
tract negotiating phase of procure­
ment, thereby leaving the parties 
better able to concentrate their dis­
cussions on anticipated cost to 
perform.
4. Contract Administration - Several 
agencies reported that there was an increase 
in contract administration time and effort. 
However, one agency stated:
More and more cooperation appears 
to be generated as contractor and 
Government personnel become more 
familiar with CAS and become more 
convinced that it is a worthwhile pro­
curement tool. As a greater degree of 
confidence is developed in the 
system, contract administration 
problems should continue to de­
crease with cooperative contractors.
5. Audits of Contracts - The Defense 
Contract Audit Agency reported that CASB 
promulgations (a) assist in resolving many 
significant long-term accounting and esti­
mating problems, (b) narrow the account­
ing options and issues among auditors, 
contractors, and procurement personnel, 
(c) reduce the number of voluntary changes 
to contractor accounting practices, (d) 
cause contractors to discuss changes in 
accounting practices with Government per­
sonnel to resolve disagreements before 
implementation, (e) result in more consis­
tently prepared proposal packages, (f) 
enhance the usefulness of historical records 
in proposal evaluation, and (g) assist in 
identifying and eliminating unallowable 
costs.
PROJECTS TO IMPROVE 
EFFECTIVENESS
During the past year, two Board 
projects, undertaken as a result of the 
Evaluation Conference held in June 1975, 
have made significant progress toward 
inclusion in permanent regulations.
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One project was to provide a definition of 
materiality for use in applying Board 
regulations and Standards. The Board, in 
March 1973, published its views on 
materiality, and while most of the users of 
Board regulations and Standards believed 
that this discussion was helpful, it had not 
been published in a regulatory format. The 
Board, working with the Interagency Advi­
sory Committee, recommended the inclu­
sion of the Board statement on materiality 
as part of the Armed Services Procurement 
Regulation and the Federal Procurement 
Regulations. This recommendation was 
adopted on the understanding that the 
regulatory provision concerning materiality 
will be used for approximately 1 year and 
revised thereafter if experience then in­
dicates the desirability of revision.
The second project has been to provide 
definitions for the terms “cost accounting 
practice” and “change in cost accounting 
practice.” Extensive research has been 
performed, and a draft proposal to amend 
the Board’s contract regulation by adding 
these definitions to Section 331.20 (4 CFR 
331.20) is to be distributed for comment to 
those who have indicated a willingness to 
assist in the Board’s research.
EXEMPTIONS AND WAIVERS 
EXEMPTIONS
The Board continued to study the 
matter of further exemptions and to 
investigate whether exemptions based on 
criteria other than a minimum contract 
amount would be appropriate and consis­
tent with the purposes of Public Law 
91-379. On July 15, 1975, the Board mailed 
a questionnaire to a large number of 
companies all of which had received at least 
One prime defense contract subject to 
Standards in Federal fiscal year 1974 or 
1975. The Board asked that specific sales 
data be provided for at least the most recent 
fiscal year.
The initial response to the questionnaire 
was insufficient to provide the Board with 
the necessary data on which to base a sound
decision. Further efforts during the year by 
additional mailings, requests through in­
dustry associations, and requests for the 
data by the Defense Contract Audit Agency 
(DCAA) still did not produce sufficient 
responses. Consequently, the Board re­
quested DCAA to develop the necessary 
data for the firms which have not yet 
responded. The Board expects to be able to 
take final action on this matter during the 
next fiscal year.
The Board during the past year issued a 
partial exemption for British companies 
who are U.S. defense contractors and 
subcontractors. A majority of the waivers 
granted in the past 3 years have been to 
British companies who have stated that they 
must comply with British Government 
accounting regulations and consequently 
cannot also agree to comply with potentially 
conflicting U.S. Cost Accounting Stan­
dards. After consultation with the U.K. 
Ministry of Defence and publication of a 
proposal for comment in the Federal 
Register, the Board approved an exemption 
for British companies on the condition that 
those companies file a Disclosure Statement 
with the U.K. Ministry of Defence, agree to 
follow the practices so disclosed and agree 
to pay to the United States any increases in 
cost to the U.S. resulting from a failure to 
follow their disclosed practices. The Dis­
closure Statements are available for review 
by U.S. Government representatives. This 
action will save administrative cost while 
providing material assistance in the nego­
tiation and audit of new contracts.
WAIVERS
The Board previously established in its 
regulations a mechanism by which a waiver 
could be granted for a particular contract or 
subcontract from all or a portion of the 
requirements of the Cost Accounting Stan­
dards Board’s rules, regulations and Stan­
dards.
There has been a very substantial 
reduction in requests for waivers, from 16 in 
FY 1975 to 5 in FY 1976. During the past 
year the following requests for partial or 




Agency Contractor Requirement Amount
USAF * Rolls-Royce (1971) 
Ltd. Derby Engine 
Division (U.K.)
TF41 Engines and Component 
Improvement Program
$10,885,000
ERDA *Sulzer Brothers 
(Switzerland)
Separation Equipment $ 4,250,000
USN Ministry of Defence 
(U.K.)
Pegasus Engine Support 
Program
$ 3,600,000
* Approval conditioned on agreement to file Disclosure Statement with 
authority and to follow disclosed practices.
appropriate national
WAIVERS DENIED
Agency Contractor Requirement Amount
DOD U.S. Steel HY-80 Steel $ 6,978,000
DOD Asiatic Petroleum Petroleum Supplies $ 1,751,000
In addition to the overall waiver 
actions, the Board had provided in its 
regulations that under certain circum­
stances the head of a procurement agency 
may waive the requirement that a Dis­
closure Statement be submitted. Waiver
Agency Contractor
USAF Delco-Remy, Division of
General Motors Corporation
action by the agency head must be reported 
to the Board within 30 days. During the 
past year the Board has been notified that 
the requirement for the submission of the 
Disclosure Statement has been waived in 





For fiscal year 1976, the Congress 
appropriated $1,635,000 for the operation 
of the Board. Of this amount $1,457,000 
was obligated, and the remainder $178,000 
lapsed on June 30, 1976.
The Board anticipates appropriations of 
$410,000 for the 3-month transition quar­
ter, and appropriations of $1,700,000 for 
fiscal year 1977. The Board’s request for 
appropriations does not contemplate any 
increase in permanent positions.
A comparative schedule of accrued 
expenditures, obligations incurred, and 
amounts appropriated for fiscal years 1975 
through 1977 is shown below.
Schedule of Accrued Expenditures 
Obligations Incurred, and Amounts Appropriated
1975 1976 TQ 1977
Actual Actual Estimated Estimated
( thousands of dollars)
Accrued expenditures: 
Personnel compensation $1,006 $1,045 $293 $1,200
Personnel benefits 81 90 26 108
Travel and transportation 60 51 25 100
Rent, communications and 
utilities 101 112 25 115
Printing and reproduction 11 12 3 14
Other services 94 105 27 112
Supplies and materials 5 5 2 7
Equipment 1 1 1 4
Total accrued expenditures 1,359 1,421 402 1,660
Adjustment for undelivered orders 54 36 8 40
Total obligations incurred 1,413 1,457 410 1,700
Unobligated balance 215 178 - -
Total appropriation $1,628 $1,635 $410 $1,700
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APPENDIX A
BACKGROUNDS OF COST 
ACCOUNTING STANDARDS BOARD
THE BOARD
STAATS, Elmer B., Chairman
Elmer B. Staats is Comptroller General 
of the United States. He was appointed to 
that position by President Johnson on 
March 8 ,  1966, after 26 years’ service in the 
Federal Government. Mr. Staats joined the 
Bureau of the Budget in 1939 serving in 
various capacities prior to his appointment 
by President Truman as Deputy Director in 
1950. He served in that position under 
Presidents Truman, Eisenhower, Kennedy 
and Johnson. Mr. Staats is a native of 
Kansas and a graduate of McPherson 
College, McPherson, Kansas. He has an 
M.A. degree from the University of Kansas 
and a Ph.D. degree from the University of 
Minnesota. He was a fellow of the 
Brookings Institute from 1938 to 1939, is a 
member of Phi Beta Kappa, an honorary 
member of Alpha Kappa Psi, and received 
the Rockefeller Public Service Award in 
1961. Mr. Staats received distinguished 
service awards from the University of 
Kansas (1966) and the University of 
Minnesota (1964) and honorary degrees 
from the George Washington University, 
McPherson College, Duke University, and 
the University of South Dakota. He is 
currently serving on the Board of Trustees 
of American University in Washington and 
McPherson College in Kansas.
BEVIS, Herman W., Member
Mr. Bevis served with Price Waterhouse 
& Co., Certified Public Accountants, from 
1933 to 1969 and was Senior Partner from 
1961. Mr. Bevis was Executive Director of 
the Banking and Securities Industry 
Committee, 1970-1974. He is a member of 
the New York State Society of Certified 
Public Accountants and the American
Institute of Certified Public Accountants; 
he was formerly a member of the Institute’s 
Accounting Principles Board. Mr. Bevis of 
Greenwich, Connecticut, served as a mem­
ber of the President’s Task Force on 
Improving the Prospects of Small Business 
which reported to the President in March 
1970. He was a consultant in financial 
management for the United States Air 
Force from 1952 to 1958. He is a graduate 
of Southwestern at Memphis and the 
Harvard Graduate School of Business 
Administration and is the author of 
numerous books and articles on accounting 
and financial management.
MAUTZ, Robert K., Member
Mr. Mautz is a partner in the firm of 
Ernst & Ernst, Certified Public Account­
ants. He was formerly Weldon Powell 
Memorial Professor of Accountancy at the 
University of Illinois where he taught 
accounting from 1948 to 1972. Mr. Mautz 
of Rocky River, Ohio, is a member of the 
American Institute of Certified Public 
Accountants and has served on its Council 
and Board of Directors as well as a number 
of Committees. He has served as a President 
of the American Accounting Association 
and as editor of its Accounting Review from 
1958 to 1961. He is a graduate of the 
University of Illinois and is the author of 
many books and articles on accounting.
McCLARY, Terence E., Member
Mr. McClary, Assistant Secretary of 
Defense (Comptroller), joined DOD after a 
career of executive-level financial manage­
ment in private industry. From 1969 to 
April 1973, he served with Sanders Associ­
ates, Inc., as Vice President-Controller and 
as a member of the Board of Directors. 
Prior to joining Sanders Associates, he 
spent 20 years with the General Electric 
Company where, from 1964 to 1969, he was 
Manager-Finance of the General Electric 
Aircraft Engine Group. Mr. McClary of 
Alexandria, Virginia, has a B.S. in Business 
Administration from the University of 
Nebraska.
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WALKER, John M., Member
Before joining Texas Instruments, Mr. 
Walker served in the United States Navy 
and with Westinghouse Electric Company. 
Mr. Walker joined Metals and Controls 
Inc. in 1955 and served as Assistant to the 
Treasurer. In 1959, Metals and Controls 
merged with Texas Instruments, and Mr. 
Walker became Operations Controller in 
1962, an officer of TI and Controller in
1966, and Vice President and Controller in
1967. Mr. Walker of Dallas, Texas, is a 
member of the Financial Executives Insti­
tute. He is a graduate of the Georgia 
Institute of Technology and the Harvard 




Mr. Abel comes to the Cost Accounting 
Standards Board from the Wharton School 
of the University of Pennsylvania where he 
served as an assistant professor of account­
ing. His prior work experience includes 
several years with a national public 
accounting firm and some individual cost 
accounting experience in England. Mr. 
Abel has a B.Sc. (Econ.) degree from the 
London University, a Diploma in Business 
Administration from the London School of 
Economics and M.B.A. and Ph.D. degrees 
from the Columbia University, where he 
was elected to Beta Gamma Sigma. He is a 
member of the American Accounting 
Association, American Institute of Certified 
Public Accountants, New York State 
Society of Certified Public Accountants, 
Pennsylvania Institute of Certified Public 
Accountants and the Institute of Cost and 
Management Accountants (U.K.).
ADAMS, Clark G.
Mr. Adams, an attorney, has a broad and 
comprehensive background in contract 
administration within the aerospace indus­
try. He worked most recently with the 
Rockwell International Corporation where
he directed the contracts management 
activities for the corporation’s Los Angeles 
division and held the position of Director of 
Contracts Management. Mr. Adams was 
directly responsible for the negotiation and 
administration of contracts for the B-70 and 
B-1 aircraft. Mr. Adams received his B.S. 
in Law and J.D. degrees from the University 
of Utah. He is also active in the National 
Contract Management Association, having 
been its president in 1966; he was recently 
elected an Honorary Life Member and 
serves with its Board of Advisors.
ANDERSON, Lane K.
Mr. Anderson comes to the Cost 
Accounting Standards Board from Brigham 
Young University where he served as an 
assistant professor of accounting. He was 
previously on the staff of the public 
accounting firm of Arthur Anderson & Co. 
Mr. Anderson received B.S. and Masters of 
Accountancy degrees from Brigham Young 
University and M.B.A. and Ph.D. degrees 
from the University of Wisconsin-Madison. 
He is a Certified Public Accountant and a 
member of the American Accounting 
Association, the Association of Government 
Accountants, the American Institute of 
Decision Sciences, the Association for 
Systems Management, and the National 
Association of Accountants. He is the 
author of several articles on management/ 
cost accounting and on financial infor­
mation systems.
BELL, Elmer S.
Mr. Bell comes to the Cost Accounting 
Standards Board from the aerospace indus­
try where he held various positions of 
increasing responsibility. His last position 
was Assistant Controller of TRW Systems 
Group, Redondo Beach, California, where 
he participated in negotiations of overhead 
rates with Government representatives. Mr. 
Bell received a B.A. degree in Business 
Administration and Accounting from 
Chapman College, Orange, California. He 
has attended the Graduate School of the 
University of California at Los Angeles. Mr.
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Bell is a member of the Association of 
Government Accountants.
BODENHEIMER, Bertold
Mr. Bodenheimer brings to the Cost 
Accounting Standards Board extensive 
experience in the contract auditing field. He 
worked as a Contract Auditor and an 
Assistant Branch Chief of the Air Force 
Auditor General’s Office and was a Project 
Manager of the Defense Contract Audit 
Agency (DCAA). Most recently, Mr. Bo­
denheimer was DCAA’s representative to, 
and served as Chairman of, the ASPR, Part 
2, Section XV, Standing Subcommittee. 
This subcommittee is responsible for de­
veloping principles and procedures for use 
in supply and research contracts with 
commercial organizations. Mr. Bodenhei­
mer received a B.S. Degree in Accounting 
from the University of Maryland. In 1969, 
he attended the Executive Seminar Center, 
Kings Point, New York.
BRUNNER, James J.
Mr. Brunner brings to the Cost Account­
ing Standards Board extensive experience in 
the field of Government contract account­
ing in the aerospace industry. While with 
Rockwell International Corporation (for­
merly North American Rockwell) he served 
as Controller at several divisions, with his 
last position being Vice President-Finance 
of the Los Angeles Division. Mr. Brunner 
has also had broad financial and admini­
strative responsibilities with other non­
aerospace companies. Mr. Brunner has a 
B.S. degree in Accounting and an M.B.A. 
in Finance from the University of Southern 
California. He is a member of the National 
Association of Accountants.
DELMORE, John R.
Before entering Government service, Mr. 
Delmore had several years’ experience with 
the public accounting firm of Arthur 
Andersen & Co., and as Chief Accountant 
and Controller in private industry. With the 
Government, before joining the Board, Mr.
Delmore was an Assistant Director, General 
Accounting Office; Assistant Commission­
er, Public Housing Administration;Director 
of Audits, Department of Commerce; and 
Special Assistant to the Assistant Controller 
for Auditing, Atomic Energy Commission. 
Mr. Delmore has a B.S. degree in Business 
Administration from Marquette University 
where he was elected to Beta Alpha Psi, 
Beta Gamma Sigma, and Alpha Sigma Nu. 
He also graduated from the Federal 
Executives Institute. He is a member of the 
American Institute of Certified Public 
Accountants, the Wisconsin Society of 
Certified Public Accountants, and the 
American Accounting Association.
DiGUISEPPI, James L.
Mr. DiGuiseppi was formerly an Asso­
ciate Director in the Defense Division of the 
General Accounting Office (GAO). In that 
capacity, he was responsible for planning, 
directing, and carrying out GAO’s account­
ing and auditing functions including con­
tract examination in the Department of the 
Navy. Subsequently, his responsibilities 
were broadened to cover all of GAO’s 
activities involving manpower matters in the 
Department of Defense. Mr. DiGuiseppi 
received a B.S. degree in Accounting from 
Bucknell University, undertook graduate 
studies at the American University, and 
attended the Program for Management 
Development at the Graduate School of 
Business Administration, Harvard Univer­
sity. He is a member of the American 
Institute of Certified Public Accountants 
and the Association of Government 
Accountants.
FUKUDA, Albert N.
Mr. Fukuda has had extensive experience 
as an auditor with the Army Audit Agency 
and later with the Defense Contract Audit 
Agency (DCAA). In August 1968, he was 
assigned as a Special Assistant to the 
Deputy Director of DCAA. In this role, Mr. 
Fukuda was responsible for performing 
research for and rendering assistance to the 
General Accounting Office team studying
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the feasibility of developing uniform Cost 
Accounting Standards. Mr. Fukuda re­
ceived a B.S. degree in Accounting from 
Kwanseigakuin University, Japan, and an 
A.B. degree in Accounting from San 
Francisco State College. He is a member of 
the American Institute of Certified Public 
Accountants and the Association of Gov­
ernment Accountants.
HELLENTHAL, Alveme S.
Prior to coming to the Cost Accounting 
Standards Board, Mrs. Hellenthal was 
Treasurer and Corporate Controller of 
Rocket Research Corporation, Redmond, 
Washington. In this capacity, she was for 
many years deeply involved in cost account­
ing for defense contracts and was respon­
sible for all financial functions of the 
company and its subsidiaries. She has also 
had broad finance and management re­
sponsibilities in commercial and service 
firms. Mrs. Hellenthal received a B.A. 
degree in Accounting from the University of 
Washington, where she was elected to Beta 
Gamma Sigma, and an M.B.A. degree in 
Finance from Seattle University. She is a 
member of the Financial Executives Insti­
tute, the National Association of Account­
ants, the American Society of Women 
Accountants, the Association of Govern­
ment Accountants, and Executive Women 
in Government.
LI, David H.
Mr. Li comes to the Cost Accounting 
Standards Board from the University of 
Washington where he served as a Professor 
of Accounting. He received a B.A. degree in 
Economics from St. John’s University, 
Shanghai, and an M.B.A. degree in 
Industrial Management from the Wharton 
School, University of Pennsylvania. His 
doctoral work at the University of Illinois 
included a dissertation on approaches to 
uniformity in accounting for industrial 
enterprises. He held controllership and 
research positions with industrial, service, 
and educational organizations, and was on 
the audit staff of two national public
accounting firms. He is a member of the 
American Accounting Association, Ameri­
can Institute of Certified Public Account­
ants, Association of Government Account­
ants, and National Association of 
Accountants. He is the author of four books 
and many articles on management/cost 
accounting and on computerized informa­
tion systems.
McCLENON, Paul R.
Mr. McClenon has had diverse experi­
ence in the accounting, analytical, and 
academic fields. Prior to coming to the Cost 
Accounting Standards Board, he was a 
Senior Cost Analyst for the Rand Corpor­
ation of Santa Monica, California. Mr. 
McClenon had diversified experience with 
Government agencies and with a national 
public accounting firm. Mr. McClenon has 
an A.B. degree in Public Administration 
from the George Washington University 
and an M.B.A. degree in Accounting from 
the Wharton School of Finance, University 
of Pennsylvania. He is a member of Phi 
Beta Kappa and belongs to the American 
Accounting Association, the American 
Institute of Certified Public Accountants, 
the Association of Government Account­
ants, and the Pennsylvania Institute of 
Certified Public Accountants.
McCORMICK, J. Jett
Mr. McCormick, an attorney, has a 
broad background in contract management 
in the defense industry. Before coming to 
the Cost Accounting Standards Board, he 
was with General Dynamics Corporation, 
where he was Director of Contracts at its 
Pomona Division, responsible for contracts, 
pricing, and legal activities. Prior to that, 
he was Director of Contracts and Material 
for its Dynatronics Operation. He has also 
been with the Navy Office of General 
Counsel. He received an A.B. degree from 
Princeton University and a J.D. degree from 
the University of Virginia. He has been 
admitted to practice in Virginia.
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MINKIN, Noah
Immediately prior to joining the staff of 
the Cost Accounting Standards Board, Mr. 
Minkin was an Attorney-Advisor for the 
U.S. Postal Service. He has held legal 
positions in other Government agencies, 
including the Department of Defense and 
the General Services Administration. Mr. 
Minkin has a B.S. degree and an L.L.B. 
degree from the University of Wisconsin. 
Mr. Minkin was selected for the Wisconsin 
Law Review and had a Research Fellowship 
in Public Utility Law. He is a member of the 
Wisconsin State Bar Association and was 
admitted to practice before the Wisconsin 
Supreme Court and the U.S. District Court, 
Western District, Wisconsin.
PARKER, William
Mr. Parker comes to the Cost Accounting 
Standards Board from the Committee on 
Aeronautical and Space Sciences, United 
States Senate, where he was a professional 
staff member and acted as Minority 
Counsel. In the course of his work, Mr. 
Parker became intimately involved with the 
problems of and authorizations for the 
National Aeronautics and Space Admin­
istration. In addition, he had extensive 
dealings with a variety of defense contrac­
tors and trade associations. Prior to his 
employment with the Committee, Mr. 
Parker was an Assistant Director in the 
General Accounting Office and worked with 
a wide variety of Government agencies and 
activities. Mr. Parker has a B.S. degree in 
Accounting from New York University. He 
is a member of the American Institute of 
Certified Public Accountants and the 
Association of Government Accountants.
ROSEN, Louis I.
Mr. Rosen comes to the staff from the 
University of Maryland, where he served as 
an Instructor in Accounting. He received a 
B.S. degree in Accounting, an M.B.A. 
degree in Management and a D.B.A. in 
Accounting from the University of Mary­
land. Mr. Rosen has also received a J.D.
degree from the University of Maryland 
School of Law. He is a member of Beta 
Gamma Sigma and Beta Alpha Psi and 
belongs to the American Institute of 
Certified Public Accountants, the Maryland 
Association of Certified Public Account­
ants, and the Association of Government 
Accountants. In June 1976 Mr. Rosen 
received the Association of Government 
Accountants’ Special Achievement Award. 
He is also a member of the Bar of the State 
of Maryland.
SACKS, Bernard
Mr. Sacks was formerly an Assistant 
Director in the Civil Division of the General 
Accounting Office (GAO). He was responsi­
ble for all of the accounting and auditing 
work for GAO in the Department of 
Transportation, and immediately prior to 
coming to the Cost Accounting Standards 
Board, was in charge of GAO’s work at the 
Department of Agriculture. Mr. Sacks 
attended Cornell University and the Univer­
sity of West Virginia. He received a B.B.A. 
degree in Accounting from the City 
University of New York and did graduate 
work at New York University. Mr. Sacks 
belongs to the American Institute of 
Certified Public Accountants, the National 
Association of Accountants, and the Associ­
ation of Government Accountants.
SCHOENHAUT, Arthur
Mr. Schoenhaut brings to the Cost 
Accounting Board (CASB) outstanding 
experience in accounting. From 1967 until 
accepting the position as CASB Executive 
Secretary in April 1971, he was Deputy 
Controller of the Atomic Energy Commis­
sion. Prior to that time, he was with the 
General Accounting Office serving as 
Deputy Director of its Civil Division from 
1964 until 1967. Mr. Schoenhaut received 
his B.B.A. degree from the City University 
of New York, attended the Graduate School 
of Education of New York University, and is 
a graduate of the Advanced Management 
Program of the Harvard Graduate School of 
Business. He is an honorary member of
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Beta Alpha Psi, and received the Distin­
guished Leadership Award from the Federal 
Government Accountants Association in 
1974. Mr. Schoenhaut is a Certified Public 
Accountant and a member of the American 
Institute of Certified Public Accountants 
and the Association of Government 
Accountants.
SHAPIRO, Nelson H.
Mr. Shapiro brings to the Board a variety 
of backgrounds in accounting. He was most 
recently with the public accounting firm of 
Peat, Marwick, Mitchell and Co., and, as 
manager in the Dallas Office, provided 
consulting service to Government con­
tractors. Prior to his association with Peat, 
Marwick, Mitchell, he spent 7 years with 
audit agencies of the Federal Government. 
Prior to his Federal service, Mr. Shapiro 
was Treasurer and Controller of the General 
Automatic Products Corporation in Balti­
more, Maryland. Mr. Shapiro was gradu­
ated from the University of Baltimore with a 
B.S. degree in Accounting. He is a member 
of the American Institute of Certified Public 
Accountants, the Maryland Association of 
Certified Public Accountants, and the 
Association of Government Accountants, 
where he is president-elect of the Mont­
gomery-Prince Georges Chapter.
SJOSTEN, Stanley M.
Mr. Sjosten brings to the Cost Account­
ing Standards Board industry experience in 
Government contract accounting. For many 
years he was Comptroller of Melpar, Inc. 
His most recent employment in industry was 
as a consultant for the M-R Division 
(formerly Melpar Division) of American 
Standard, Inc. He also did consultant work 
for the Aerospace Industries Association of 
America, Inc., and was employed by the 
National Security Industrial Association as 
Project Director of that Association’s widely 
distributed Defense Acquisition Study. 
While the General Accounting Office 
(GAO) feasibility study was being devel­
oped, he was a member of the Council of 
Defense and Space Industry Associations’
task group on Uniform Cost Accounting 
Standards, established to provide industry 
viewpoints to GAO. Mr. Sjosten received a 
B.B.A. degree in Accounting from the 
University of Minnesota, where he was 
elected to Beta Gamma Sigma. He is a 
member of the National Association of 
Accountants.
STRAITH, Robert S.
Mr. Straith brings to the Board the wide 
range of experience which he obtained in 14 
years of diversified professional manage­
ment consulting with national firms of 
CPAs. Prior to entering the consulting 
profession, Mr. Straith held responsible 
accounting and controllership positions in 
the automotive and in the mortgage-bank­
ing industry. Mr. Straith has B.B.A. and 
M.B.A. degrees from the University of 
Michigan where he was elected to member­
ship in Beta Gamma Sigma and Phi Kappa 
Phi. Mr. Straith is both a CPA and a 
Registered Professional Industrial Engi­
neer. He is a member of the American 
Institute of Industrial Engineers, the Cali­
fornia Society of Certified Public Account­
ants, and the American Institute of 
Certified Public Accountants.
VAN CLEVE, Harry R., Jr.
Mr. Van Cleve brings to the Board 
exceptional expertise in the field of Govern­
ment law, including procurement matters. 
He has had increasingly responsible legal 
positions with the Department of Defense, 
the Peace Corps, and the General Services 
Administration, where he was the General 
Counsel. Mr. Van Cleve was graduated 
from the University of Southern California 
with a B.A. degree, and received an L.L.B. 
degree from the Harvard Law School. He is 
a member of Phi Beta Kappa and the State 
Bar of California and has served for several 
years as a member of the Board of Advisors 
of the National Contract Management 
Association. He is Vice Chairman of the 
Public Contract Law Section Committee on 
Cost and Price of the American Bar 
Association.
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VAN DANIKER, Relmond P.
Mr. Van Daniker comes to the Cost 
Accounting Standards Board from the 
University of Kentucky where he served as 
an Associate Professor of Accounting. He 
received a B.S. degree in Accounting from 
Loyola College (Baltimore), an M.B.A. in 
Finance, and a D.B.A. in Accounting from 
the University of Maryland. Prior to joining 
the faculty at Kentucky, Mr. Van Daniker 
taught at the University of Maryland and 
was on the audit staff of a national public 
accounting firm. In the academic year 
1973-1974, he was chairman of the Task 
Force that developed and implemented a 
new statewide accounting system for the 
Commonwealth of Kentucky. In 1976, he 
was elected as one of the two Federal 
Government representatives on the National 
Council on Governmental Accounting. Mr. 
Van Daniker is a member of the American
Accounting Association, American Institute 
of Certified Public Accounts, Beta Gamma 
Sigma, and Beta Alpha Psi. He is the 
co-author of several books and monographs 
and a frequent contributor to the profes­
sional journals.
YOCUM, Harry F., Jr.
Prior to coming to the Cost Accounting 
Standards Board, Mr. Yocum was a 
programmer-analyst for Westinghouse 
Tele-Computer Systems Corporation at the 
Atomic Energy Commission. He was re­
sponsible for the programming, analysis, 
maintenance and operation of major 
systems in the budget and financial areas of 
operations. Mr. Yocum attended Villanova 
University and received a B.S. degree in 
Business Administration from the Univer­
sity of Maryland. He is a member of the 
Association for Computing Machinery.
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APPENDIX B
MAJOR RULES, REGULATIONS AND COST ACCOUNTING STANDARDS 
PROMULGATED BY THE COST ACCOUNTING STANDARDS BOARD
AS OF JULY 30, 1976
Description Effective Date
1 . Contract Clause July 1, 1972
2. Disclosure Statement July 1, 1972
3. Disclosure Statement — Lowering floor for filing to net awards 
of $10 million
April 1, 1974
4. Minimum amount for covered contracts increased from 
$100,000 to $500,000
January 1, 1975
5. Standard 401 — Consistency in Estimating, Accumulating and 
Reporting Costs
July 1, 1972
6. Standard 402 — Consistency in Allocating Costs Incurred for 
the Same Purpose
July 1, 1972
7. Interpretation No. 1 to Standard 402 July 1, 1972
8. Standard 403 — Allocation of Home Office Expenses to 
Segments
July 1, 1973
9. Standard 404 — Capitalization of Tangible Assets July 1, 1973
10. Standard 405 — Accounting for Unallowable Costs April 1, 1974
11. Standard 406 — Cost Accounting Period July 1, 1974
12. Standard 407 — Use of Standard Costs for Direct Material and 
Direct Labor
October 1, 1974
13. Standard 408 — Accounting for Costs of Compensated 
Personal Absence
July 1, 1975
14. Standard 409 — Depreciation of Tangible Capital Assets July 1, 1975
15. Standard 410 — Allocation of Business Unit General and 
Administrative Expenses to Final Cost Objectives
October 1, 1976
16. Standard 411 — Accounting for Acquisition Costs of Material January 1, 1976
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Description Effective Date
17. Standard 412 — Composition and Measurement of Pension January 1, 1976
Cost
18. Standard 414 — Cost of Money as an Element of the Cost October 1, 1976*
of Facilities Capital
19. Standard 415 — Accounting for the Cost of Deferred January 1, 1977*
Compensation
*Anticipated effective date—Standards promulgated by the Board are sent to the Congress and 
become effective on a date specified by the Board unless the Congress, within 60 days of con­
tinuous session, passes a concurrent resolution stating that it does not favor the proposed 








1. Number of Disclosure Statements 29
2. Profit-Oriented Parent Companies by Percentage of Government Sales and
Annual Total Sales 30
3. Operating Units by Major Class of Product or Service Sold to Government,
Percentage of Government Sales, and Annual Total Sales 31
4. Operating Units by Class of Product or Service Sold to Government 33
5. Operating Units by Predominant Type of Sales to Government 35
DIRECT COSTS
6. Charging of Direct Materials to Government Contracts by Predominant Type
of Sales to Government 36
7. Charging of Direct Labor to Government Contracts by Predominant Type of
Sales to Government 38
8. Use of Standard Costs for Direct Materials and Direct Manufacturing Labor 40
9. Transfer Pricing of Materials and Services Charged to Government Contracts 41
DIRECT VS INDIRECT COSTS
10. Methods of Treating Specified Functions, Elements of Cost and Transactions 42
INDIRECT COSTS
11. Allocation Bases for Overhead Pools 45
12. Allocation Bases for G&A Pools 46
13. Allocation Bases for Service Centers 47
14. Methods of Charging Service Center Costs to Government Contracts and Use
of Predetermined Billing Rates 48
15. Application of Overhead or G&A Rates to Specified Transactions or Costs 49
CAPITALIZATION AND DEPRECIATION
16. Depreciation Methods and Property Unit Accounting by Specified Asset Groups 50
17. Useful Life Bases and Residual Value Treatment by Specified Asset Groups 51
18. Cost Accounting Depreciation Practices Compared with Financial Accounting




CAPITALIZATION AND DEPRECIATION (Continued)
19. Treatment of Gains and Losses on Disposition of Depreciable Property 52
20. Treatment of Specified Costs Incurred in the Acquisition of Capital Assets 53
DEFERRED COMPENSATION
21. Pension Plans Whose Costs are Charged to Government Contracts 54




This annual report of “Aggregated 
Disclosure Statement Responses” includes 
the responses from all Statements and 
revisions in effect received by the Board 
through March 31, 1976. While the 
Disclosure Statement provides useful statis­
tical information, its principal purpose is to 
furnish procurement and audit personnel 
with a tool to help them understand what 
cost accounting practices contractors plan 
to follow and to help assure consistency in 
estimating and accounting for the cost of 
Government contracts.
It has been possible for the first time in 
this report to include data on pension and 
deferred incentive compensation plans. 
Previously data for these plans had been 
omitted because of duplication in the 
responses. Responses from reporting units 
of the same company cited the same plans 
giving the impression that there were more 
plans than actually existed. An analysis of 
the Statements was performed eliminating 
this duplication. As a result, the new tables 
show the number of different pension and 
incentive plans reported rather than the 
number of units reporting.
Coverage of other detailed tables is 
limited to units owned and operated by 
profit-oriented contractors; that is, Govern­
ment-owned-contractor-operated (GOCO) 
facilities, educational and not for profit 
insitutions, and intra-company service 
support facilities are excluded. Because of 
incomplete replies and duplication, this 
report continues to exclude data from 
Disclosure Statement Part VI, Other Costs 
and Credits, and the Insurance Costs 
section of Part VII.
Each response to  a question permitting 
more than one reply has been tabulated 
separately. Multiple responses to a single 
question frequently occur because a profit 
center or business unit may engage in a 
variety of activities or functions. For 
example, a unit primarily engaged in 
manufacturing activities, but also perform­
ing development work, might employ a 
standard cost-process accounting system for 
manufacturing functions and an actual
cost-job order system for the development 
work. To a limited extent narrative infor­
mation was susceptible to meaningful 
summaries and has been used to reduce the 
number of coded responses checked as 
“Other.”
Number and Types of Respondents
From April 1, 1975, through March 31, 
1976, 19 additional companies and institu­
tions filed 44 Statements with the Board, 
and companies previously included in the 
file submitted 67 additional Statements. 
During this period, 2 companies which were 
in the file merged with other companies in 
the file. Also, 44 Statements were cancelled 
or withdrawn principally because of plant 
closings or consolidations and because 
anticipated contracts did not materialize. 
Accordingly, at the end of March 1976, 
there were on file 1,338 active unit reports 
representing 177 companies (Table 1).
Of the total number of active units, 1,062 
belonged to 92 companies that were subject 
to the $30 million threshold, and 276 units 
belonged to 85 companies qualifying under 
the $10 million reporting criterion.
Because of these substantial dollar 
thresholds, only 20 educational and non­
profit institutions with a total of 37 
Statements were represented in the file. The 
remaining 1,301 Statements, consisting of 
946 operating and 355 home office reports, 
were submitted by 157 profit-oriented 
companies.
As noted previously, detailed tables cover 
only the units owned and operated by profit 
contractors, and exclude 43 GOCO reports 
as well as 20 intra-company service support 
units. Thus, the tables (except for Tables 21 
and 22 on deferred compensation) are 
limited to responses of 883 operating units.
Table 2 shows the annual total sales and 
percentage of Government business of the 
134 profit-oriented companies that sub­
mitted corporate level Statements. It is 
noted that 23 companies did not file such a 
report. Of the total number filing, 37 or 
27.6% relied on Government business for 
over half their sales. A much higher 
percentage (61.2%) of the smaller com­
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panies (sales under $100 million) obtained 
more than half of their business from 
Government contracts. Only 2 of the 49 
companies in the over $1 billion sales group 
were predominantly Government-oriented. 
However, many large companies with a low 
corporate percentage of Government sales 
operated business units engaged primarily 
in Government work. Thus, while a little 
over one-fourth of the companies were 
predominantly Government-oriented, it 
may be seen from Table 3 that 61.4% of the 
operating units reported Government sales 
exceeding 50% of their total, and in the 
case of military hard goods producers, the 
proportion of units depending on Govern­
ment business was much higher: aircraft - 
68.6%, missiles - 96.0%, electronics - 
70.1% and ordnance - 64.2%.
Composition of Tables
Table 4 contains a time series as of March 
31 for 1974, 1975 and 1976 showing the 
number and percentage distribution of 
operating units according to the principal 
class of product or service sold to the 
Government. In 1974 when only the $30 
million threshold was in effect, the aircraft,
missile, and electronics units together 
comprised about 48% of the total. In 1975 
and 1976, the $10 million threshold applied 
and the proportion of these types of units to 
total declined to about 45% and 43%, 
respectively. Conversely, the services and 
construction group increased from 22% in 
1974 to 25% in 1975 and about 26% in 
1976. In 1976 for the first time, service units 
exceeded electronics units by 230 to 224. 
Aircraft and parts suppliers ranked third in 
1976 with 137 units, or about 15% of the 
total, followed by ordnance manufacturers 
with 67 units or about 7% of the total.
Table 5 portrays the number of operating 
units according to the predominant type of 
sales to the Government, i.e., manufactur­
ing, research and development (R&D), and 
services and construction. Roughly half of 
the R&D and services reporting units had 
annual total sales of $10 million or less, 
compared to about 29% for manufacturing 
units. Almost 40% of the R&D units and 
45% of the services group depended on 
Government business for more than 95% of 
their sales, whereas only about 19% of the 
manufacturing units were dependent to this 
extent.
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1. NUMBER OF DISCLOSURE STATEMENTS 
AS OF MARCH 31, 1974, 1975 AND 1976
GENERAL
As of March 31
Type of Unit 1974 1975 1976
A. Units of All Companies
Receipts cumulative through end of period 1,006 1,296 1,407
Cancellations through end of period 8 __ 25 69
Active as of end of period 998 1,271 1,338
$30 million threshold 998 1,056 1,062
$10 million threshold - 215 276
B. Active Units of All Companies — Total 998 1,271 1,338
  
Operating Units -  Total 739 934 974
Contractor-owned-and-operated 686 868 903
Intra-company service support 14 19 20
Government-owned-contractor-operated 39 47 51
Home Office Units -  Total 259 337 364
 
Parent company headquarters 82 128 142a
Subsidiary, group or division 177 209 222
C. Active Units of Profit-Oriented Companies — Total 978 1,238 1,301
  
Operating Units — Total 724 910 946
  
Contractor-owned-and-operated 677 851 883
Intra-company service support 14 19 20
Government-owned-contractor-operated 33 40 43
Home Office Units — Total 254 328 355  —
Parent company headquarters 78 120 134a
Subsidiary, group or division 176 208 221
D. Active Units of Educational and Non-Profit Institutions — Total 20 33 37— — —
Operating Units — Total 15 24 28
— —
Contractor-owned-and-operated 9 17 20
Government-owned-contractor-operated 6 7 8
Home Office Units — Total 5 9 9
Parent company headquarters 4 8 8a
Subsidiary, group or division 1 1 1
aIn addition, there were 35 companies that did not submit a home office report, but did submit one or more Disclosure 
Statements for operating units. Of these, 23 were profit organizations and 12 were educational or non-profit institutions.
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GENERAL
D/S Items 8.1.0 and 8.2.0
2. PROFIT ORIENTED PARENT COMPANIES BY PERCENTAGE 
OF GOVERNMENT SALES AND ANNUAL TOTAL SALES 
AS OF MARCH 31, 1976














All Companies -  Total 134a 36 37 12 49
Less than 5% 23 2 4 - 17
5% -  10% 17 - 3 3 11
11% -  25% 28 2 11 3 12
26% -  50% 29 10 10 2 7
51% -  80% 23 13 6 2 2
Over 80% 14 9 3 2 -
Percentage Distribution (Cumulative)
More than 80% 10.4% 25.0% 8.1% 16.7% 0.0%
51% or more 27.6 61.2 24.3 33.4 4.0
26% or more 49.2 89.0 51.4 50.1 18.3
11% or more 70.1 94.5 81.1 75.1 42.8
5% or more 82.8 94.5 89.2 100.0 65.3
All companies 100.0 100.0 100.0 100.0 100.0
aIn addition, there were 23 parent companies that did not submit a home office report, but did submit one or more 





3. OPERATING UNITS BY MAJOR CLASS OF PRODUCT OR SERVICE SOLD TO 
GOVERNMENT, PERCENTAGE OF GOVERNMENT SALES AND ANNUAL TOTAL SALES
Major Product or Service Class 
and











All Units — Total 883 338
Number of Units 
176 232 137 
Over 50% Government sales 542 231 110 132 69
50% or less Government sales 341 107 66 100 68
Aircraft and Parts -  Total 137 36 26 41 34 
Over 50% Government sales 94 29 21 25 19
50% or less Government sales 43 7 5 16 15
Missiles and Space Vehicles — Total 25 3 2 7 13 
Over 50% Government sales 24 3 2 7 12
50% or less Government sales 1 - - - 1
Electronics — Total 224 74 45 68 37   
Over 50% Government sales 157 55 28 49 25
50% or less Government sales 67 19 17 19 12
Ordnance — Total 67 25 20 16 6 
Over 50% Government sales 43 15 14 11 3
50% or less Government sales 24 10 6 5 3
Instruments and Related Products — Total 48 23 13 11 1_
Over 50% Government sales 26 12 9 5 -
50% or less Government sales 22 11 4 6 1
Machinery, Except Electrical — Total 54 16 1 3 21_ _4
Over 50% Government sales 16 11 2 3 —
50% or less Government sales 38 5 11 18 4
Other Transportation Equipment — Total 23 3 _4 9 7
Over 50% Government sales 13 2 1 4 6
50% or less Government sales 10 1 3 5 1
Other Manufactures — Total 75 27 12 16 20 
Over 50% Government sales 26 15 4 6 1
50% or less Government sales 49 12 8 10 19
Commercial R&D Laboratories — Total 68 45 8 12 3 
Over 50% Government sales 47 34 8 5 -
50% or less Government sales 21 11 - 7 3
Other Services and Construction -  Total 162 86 33 31 12  
Over 50% Government sales 96 55 21 17 3
50% or less Government sales 66 31 12 14 9
aContractor-owned-and-operated units of profit oriented companies.





Major Product or Service Class
Annual Total Sales
and $10 Million $11—$25   $26-$100 Over $100
Percentage of Government Sales Total or Less Million   Million Million
Percentage Distribution
All Units — Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 61.4 68.3 62.5 56.9 50.4
50% or less Government sales 38.6 31.7 37.5 43.1 49.6
Aircraft and Parts -  Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 68.6 80.6 80.8 61.0 55.9
50% or less Government sales 31.4 19.4 19.2 39.0 44.1
Missiles and Space Vehicles -  Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 96.0 100.0 100.0 100.0 92.3
50% or less Government sales 4.0 - - - 7.7
Electronics — Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 70.1 74.3 62.2 72.1 67.6
50% or less Government sales 29.9 25.7 37.8 27.9 32.4
Ordnance — Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 64.2 60.0 70.0 68.7 50.0
50% or less Government sales 35.8 40.0 30.0 31.3 50.0
Instruments and Related Products -  Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 54.2 52.2 69.2 45.4 —
50% or less Government sales 45.8 47.8 30.8 54.6 100.0
Machinery, Except Electrical -  Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 29.6 68.8 15.4 14.3 _
50% or less Government sales 70.4 31.2 84.6 85.7 100.0
Other Transportation Equipment -  Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 56.5 66.7 25.0 44.4 85.7
50% or less Government sales 43.5 33.3 75.0 55.6 14.3
Other Manufactures -  Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 34.7 55.6 33.3 37.5 5.0
50% or less Government sales 65.3 44.4 66.7 62.5 95.0
Commercial R&D Laboratories — Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 69.1 75.6 100.0 41.7 —
50% or less Government sales 30.9 24.4 - 58.3 100.0
Other Services and Construction -  Total 100.0% 100.0% 100.0% 100.0% 100.0%
Over 50% Government sales 59.3 64.0 63.6 54.8 25.0
50% or less Government sales 40.7 36.0 36.4 45.2 75.0
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4. OPERATING UNITS BY CLASS OF PRODUCT OR 
SERVICE SOLD TO GOVERNMENT 
AS OF MARCH 31, 1974, 1975 AND 1976
GENERAL
D /S  Item 1.3.0
















All Units -  Total 677 100.0% 851 100.0% 883 100.0%
Aircraft and Parts -  Total 120 17.7 138 16.2 137 15.5 
Air frames 40 5.9 44 5.2 43 4.9
Aircraft engines and parts 41 6.1 45 5.3 46 5.2
Other aircraft parts 39 5.7 49 5.7 48 5.4
Missiles and Space Vehicles 26 3.9 27 3.2 25 2.8—
Electronics -  Total 183 27.0 221 26.0 224 25.4_ _ _ _ —
Electronic computing equipment 22 3.2 26 3.1 27 3.1
Radio, TV, and detection equipment 111 16.4 134 15.7 136 15.4
 Electron tubes 15 2.2 18 2.1 18 2.0
Semiconductors and related devices 14 2.1 15 1.8 16 1.8
Other 21 3.1 28 3.3 27 3.1
Ordnance — Total 45 6.7 60 7.1 67 7.6
Ammunition 22 3.3 34 4.0 37 4.2
Explosives 6 0.9 7 0.8 7 0.8
Guns and other 17 2.5 19 2.3 23 2.6
Instruments and Related Products -  Total 36 5.3 47 5.5 48 5.4 -  
Engineering, laboratory and research 17 2.5 17 2.0 18 2.0
Optical and opthalmic 3 0.5 11 1.3 11 1.2
Photographic 5 0.7 6 0.7 6 0.7
Electric measuring and test 6 0.9 6 0.7 6 0.7
Other 5 0.7 7 0.8 7 0.8
Machinery and Equipment — Total 41 6.0 54 6.4 54 6.1
Engines and turbines 7 1.0 8 0.9 7 0.8
Motors and generators 12 1.8 11 1.3 11 1.2
Other 22 3.2 35 4.2 36 4.1
Other Transportation Equipment — Total 18 2.7 20 2.3 23 2.6  
Shipbuilding and repair 8 1.2 10 1.2 11 1.2
Combat and other vehicles 8 1.2 8 0.9 10 1.2
Railroad 2 0.3 2 0.2 2 0.2




















Other Manufactures -  Total 59 8.7% 71 8.3% 75 8.5%   
Rubber and plastic products 11 1.6 15 1.7 15 1.7
Primary metal products 8 1.2 9 1.1 10 1.2
Fabricated metal products 18 2.7 20 2.3 21 2.4
Chemicals except explosives 13 1.9 14 1.7 13 1.4
Other 9 1.3 13 1.5 16 1.8
Services and Construction — Total 149 22.0 213 25.0 230 26.1      
Commercial R&D laboratories 
Business management and consulting
44 6.5 64 7.5 68 7.7
services 17 2.5 35 4.1 41 4.6
Architect and engineering services 22 3.3 29 3.4 32 3.6
Construction 3 0.4 7 0.8 9 1.0
Other 63 9.3 78 9.2 80 9.2
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GENERAL 
D/S Items 1.2.0, 
1.4.0 and 1.6.0
5. OPERATING UNITS BY PREDOMINANT TYPE OF SALES TO GOVERNMENT










A. By Annual Total Sales 
All Units — Total 883 524
Number of Units 
170 189
$10  million or less 338 153 84 101
$11-$ 25 million 176 106 29 41
$26-$50 million 140 102 20 18
$51-$100 million 92 62 15 15
$1 0 1 -$ 2 0 0  million 57 39 8 10
$201-$500 million 53 40 10 3
Over $500 million 27 22 4 1
All Units — Total 1 0 0 .0 % 1 0 0 .0 %
Percentage Distribution
1 0 0 .0 % 10 0 .0 %
$ 10 million or less 38.3 29.2 49.4   53.5
$11-$ 25 million 19.9 20.2 17.1 21.7
$26-$ 50 million 15.9 19.5 11.8 9.5
$51-$ 100 million 10.4 11.8 8.8 7.9
$1 0 1 -$ 2 0 0  million 6.4 7.5 4.7 5.3
$201-$500 million 6.0 7.6 5.9 1.6
Over $500 million 3.1 4.2 2.3 0.5
B. By Percentage of Government Sales 
All Units — Total 883 524
Number of Units 
170 189
Under 10% 152 102 19 31
10%-50% 189 132 22 35
51%-80% 128 96 22 10
81%-95% 161 94 40 27
Over 95% 253 100 67 86
All Units — Total 1 0 0 .0 % 10 0 .0 %
Percentage Distribution
1 6 0 .0% 1 0 0 .0%
Under 10% 17.2 19.5 11.2 16.4
10%-50% 21.4 25.2 12.9 18.5
51%-80% 14.5 18.3 12.9 5.3
81%-95% 18.2 17.9 23.5 14.3
Over 95% 28.7 19.1 39.5 45.5
C. Comparative Summary as of March 31 
1974 677 409
Number of Units 
134 134
1975 851 507 164 180
1976 883 524 170 189
1974 1 0 0 .0 % 60.4
Percent of Total 
19.8 19.8
1975 1 0 0 .0 % 59.6 19.3 21.1





6. CHARGING OF DIRECT MATERIALS TO GOVERNMENT CONTRACTS 
BY PREDOMINANT TYPE OF SALES TO GOVERNMENT
Method Total









A. Charged Direct to Contract
Number of Units
All Units -  Total 883 524 170 189
No direct charge to contract 105 81 3 21
Direct charge to contract by:
One costing method 719 400 157 162
More than one costing method 59 43 10 6
Number of Responses
Costing Method Responses -  Total 840 489 177 174
Actual costs 738 409 167 162
Standard costs 44 38 2 4
Other 58 42 8 8
Percentage Distribution
All Units -  Total 100.0% 100.0% 100.0% 100.0%
No direct charge to contract 11.9 15.5 1.8 11.1
Direct charge to contract by:
One costing method 81.4 76.3 92.3 85.7
More than one costing method 6.7 8.2 5.9 3.2
Costing Method Responses -  Total 100.0% 100.0% 100.0% 100.0%
Actual costs 87.9 83.6 94.4 93.1
Standard costs 5.2 7.8 1.1 2.3
Other 6.9 8.6 4.5 4.6
B. Charged through Company-Owned Inventory Number of Units
All Units -  Total 883 524 170 189
No charge through inventory 237 52 50 135
Charge through inventory by:
One costing method 521 372 99 50
More than one costing method 125 100 21 4
Number of Responses
Costing Method Responses -  Total 779 578 143 58
Average costs 291 197 66 28
Standard costs 231 213 12 6
First-in-first-out (FIFO) 111 64 33 14
Last-in-first-out (LIFO) 17 10 4 3
Other 129 94 28 7















B. Charged through Company-Owned Inventory
(Continued) Percentage Distribution
All Units -  Total 100.0% 100.0% 100.0% 100.0%
No charge through inventory 26.8 9.9 29.4 71.4
Charge through inventory by:
One costing method 59.0 71.0 58.2 26.5
More than one costing method 14.2 19.1 12.4 2.1
Costing Method Responses -  Total 100.0% 100.0% 100.0% 100.0%
Average costs 37.4 34.1 46.2 48.3
Standard costs 29.7 36.9 8.4 10.3
First-in-first-out (FIFO) 14.2 11.1 23.1 24.1
Last-in-first-out (LIFO) 2.2 1.7 2.8 5.2
Other 16.5 16.2 19.5 12.1
C. Timing of Charge to Contract Number of Units
All Units -  Total 883 524 170 189
No direct materials charged 37 3 4 30
Direct materials charged at:
One time only 379 196 67 116
More than one time 467 325 99 43
Number of Responses
Time-of-Charging Responses -  Total 1470 965 292 213
Invoice paid or vouchered 637 361 144 132
Material issued 470 334 96 40
Material received 131 90 24 17
Material consumed 78 69 3 6
Other 154 111 25 18
Percentage Distribution
All Units -  Total 100.0% 100.0% 100.0% 100.0%
No direct materials charged 4.1 0.6 2.4 15.9
Direct materials charged at:
One time only 42.9 37.4 39.4 61.4
More than one time 52.9 62.0 58.2 22.7
Time-of-Charging Responses — Total 100.0% 100.0% 100.0% 100.0%
Invoice paid or vouchered 43.3 37.4 49.3 62.0
Material issued 32.0 34.6 32.9 18.8
Material received 8.9 9.3 8.2 8.0
Material consumed 5.3 7.2 1.0 2.8




7. CHARGING OF DIRECT LABOR TO GOVERNMENT CONTRACTS 
BY PREDOMINANT TYPE OF SALES TO GOVERNMENT










A. Direct Manufacturing Labor 
All Units -  Total 883 524
Number of Units 
170 189   
No manufacturing labor charge 249 20 79 150
Manufacturing labor charge by: 
One costing method 480 361 83 36
More than one costing method 154 143 8 3
Costing Method Responses -  Total 803 662
Number of Responses 
99 42
Actual (individual) rates 435 3 3 2 74 29
Average rates 119 100 12 7
Standard rates 204 192 7 5
Other 45 38 6 1
All Units -  Total 100.0% 100.0%
Percentage Distribution
100.0% 100.0%
No manufacturing labor charge 28.2 3.8 46.5 79.4
Manufacturing labor charge by: 
One costing method 54.4 68.9 48.8 19.0
More than one costing method 17.4 27.3 4.7 1.6
Costing Method Responses — Total 100.0% 100.0% 100.0% 100.0%
Actual (individual) rates 54.2 50.2 74.8 69.1
Average rates 14.8 15.1 12.1 16.7
Standard rates 25.4 29.0 7.1 11.9
Other 5.6 5.7 6.0 2.3
B. Direct Engineering Labor 
All Units -  Total 883 524
Number of Units 
170 189
  
No engineering labor charge 224 116 16 92
Engineering labor charge by: 
One costing method 585 352 141 92
More than one costing method 74 56 13 5
Costing Method Responses -  Total 735 466
Number of Responses 
167 102
Actual (individual) rates 517 306 126 85
Average rates 123 89 28 6
Standard rates 46 32 7 7
Other 49 39 6 4














B. Direct Engineering Labor (Continued) 
All Units -  Total 100.0% 100.0%
Percentage Distribution 
100.0% 100.0%
No engineering labor charge 25.4 22.1 9.4 48.7
Engineering labor charge by: 
One costing method 66.2 67.2 82.9 48.7
More than one costing method 8.4 10.7 7.7 2.6
Costing Method Responses — Total 100.0% 100.0% 100.0% 100.0%
Actual (individual) rates 70.3 65.7 75.4 83.3
Average rates 16.7 19.1 16.8 5.9
Standard rates 6.3 6.8 4.2 6.9
Other 6.7 8.4 3.6 3.9
C. Other Direct Labor 
All Units — Total 883 524
Number of Units 
170 189 
No other direct labor charge 324 227 60 37
Other direct labor charge by: 
One costing method 493 250 101 142
More than one costing method 66 47 9 10
Costing Method Responses — Total 631 349
Number of Responses
-------- 120-------------- 162
Actual (individual) rates 456 235 89 132
Average rates 94 58 19 17
Standard rates 30 23 4 3
Other 51 33 8 10
All Units — Total 100.0% 100.0%
Percentage Distribution 
100.0% 100.0%
No other direct labor charge 36.7 43.3 35.3 19.6
Other direct labor charge by: 
One costing method 55.8 47.7 59.4 75.1
More than one costing method 7.5 9.0 5.3 5.3
Costing Method Responses — Total 100.0% 100.0% 100.0% 100.0%
Actual (individual) rates 72.3 67.3 74.2 81.5
Average rates 14.9 16.6 15.8 10.5
Standard rates 4.7 6.6 3.3 1.8
Other 8.1 9.5 6.7 6.2
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DIRECT COSTS 
D/S Items 2.4.1- 
2.4.4 and 2.6.1- 
2.6.4
8. USE OF STANDARD COSTS FOR DIRECT MATERIALS AND 
DIRECT MANUFACTURING LABOR












A. All Units -  Total 883 100.0% 883 100.0%
Not using standard costs 639 72.4 679 76.9
Using standard costs 244 27.6 204 23.1
B. Type of Variance for Direct Materials -  Total 244 100.0% - -
Price only 92 37.7 _
Price and usage 152 62.3 - -
C. Type of Variance for Direct Manufacturing Labor -  Total - - 204 100.0%
Both rate and efficiency _ 172 84.3
Rate or efficiency - - 25 12.3
Other - - 7 3.4
D. Method of Accumulating Variance -  Total 280 100.0% 242 100.0%
Plantwide 93 33.2 42 17.4
Department 27 9.7 78 32.2
Product 107 38.2 77 31.8
Contract 21 7.5 20 8.3
Other 32 11.4 25 10.3
E. Method of Disposing of Variance — Total 251 100.0% 218 100.0%
Prorated between inventory and cost of goods sold 35 13.9 33 15.1
Charged or credited to cost of goods sold 153 61.0 127 58.3
Charged or credited to overhead 21 8.4 19 8.7
Other 42 16.7 39 17.9
F. Frequency of Revising Standards -  Total 244 100.0% 214a 100.0%
Semiannually 3 1.2 1 0.5
Annually 69 28.3 67 31.3
As needed, but at least annually 138 56.6 121 56.5
Other 34 13.9 25 11.7




9. TRANSFER PRICING OF MATERIALS AND SERVICES 













A. All Units -  Total 883 100.0% 883 100.0%
Transfer pricing not applicable 123 13.9 129 14.6
Transfer pricing applicable: 
One pricing basis used 329 37.3 375 42.5
More than one pricing basis used 431 48.8 379 42.9
Pricing Basis Responses -  Total 1,463 100.0% 1,376 100.0%
At full cost:
Excluding transferor’s G&A 244 16.7 269 19.5
Including transferor’s G&A 375 25.6 393 28.6
Plus a markup percentage 156 10.7 161 11.7
At established catalog or market price 454 31.0 294 21.4
Other bases 234 16.0 259 18.8
B. Manufacturing Units -  Total 524 100.0% 524 100.0%
Transfer pricing not applicable 56 10.7 88 16.8
Transfer pricing applicable: 
One pricing basis used 193 36.8 202 38.5
More than one pricing basis used 275 52.5 234 44.7
Pricing Basis Responses -  Total 905 100.0% 807 100.0%
At full cost:
Excluding transferor’s G&A 138 15.2 150 18.6
Including transferor’s G&A 229 25.3 227 28.1
Plus a markup percentage 101 11.2 85 10.5
At established catalog or market price 295 32.6 208  25.8
Other bases 142 15.7 137 17.0
C. Research and Development Units — Total 170 100.0% 170 100.0%
Transfer pricing not applicable 11 6.5 14 8.2
Transfer pricing applicable: 
One pricing basis used 60 35.3 76 44.7
More than one pricing basis used 99 58.2 80 47.1
Pricing Basis Responses -  Total 332 100.0% 299 100.0%
At full cost:
Excluding transferor’s G&A 61 18.4 65 21.7
Including transferor’s G&A 91 27.4 86 28.8
Plus a markup percentage 23 6.9 21 7.0
At established catalog or market price 102 30.7 63 21.1
Other bases 55 16.6 64 21.4
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DIRECT vs INDIRECT COSTS
D/S Items 3.2.1 -3 .2 .3
10. METHODS OF TREATING SPECIFIED FUNCTIONS, ELEMENTS OF COST
AND TRANSACTIONS
Method of Treatment for Applicable Units
Function, Element of 











A. Function Applicable to Direct Materials:
Cash Discounts -Number 842 359 404 36 43 41
-Percent 100.0% 42.6 48.0 4.3 5.1 4.6
Freight In —Number 856 430 255 159 12 27
-Percent 100.0% 50.2 29.8 18.6 1.4 3.1
Sale of Scrap —Number 728 133 401 127 67 155
-Percent 100.0% 18.3 55.1 17.4 9.2 17.6
Sale of Salvage —Number 658 142 314 136 66 225
—Percent 100.0% 21.6 47.7 20.7 10.0 25.5
Incoming Material Inspection —Number 779 283 365 121 10 104
—Percent 100.0% 36.3 46.9 15.5 1.3 11.8
Inventory Adjustments —Number 621 198 246 58 119 262
-Percent 100.0% 31.9 39.6 9.3 19.2 29.7
Purchasing —Number 831 68 696 52 15 52
—Percent 100.0% 8.2 83.8 6.2 1.8 5.9
Trade Discounts, Refunds and —Number 794 598 67 106 23 89
Allowances on Purchases -Percent 100.0% 75.3 8.4 13.4 2.9 10.1
B. Function Applicable to Direct Labor:
Health Insurance —Number 876 103 741 18 14 7
—Percent 100.0% 11.8 84.6 2.0 1.6 0.8
Holiday Differential —Number 836 316 451 42 27 47
-Percent 100.0% 37.8 54.0 5.0 3.2 5.3
Overtime Premium Pay —Number 874 383 372 96 23 9
—Percent 100.0% 43.8 42.6 11.0 2.6 1.0
Pension Costs —Number 816 92 691 20 13 67
—Percent 100.0% 11.3 84.7 2.4 1.6 7.6
Shift Premium Pay -Number 813 445 305 47 16 70
—Percent 100.0% 54.7 37.5 5.8 2.0 7.9
Training —Number 822 157 464 187 14 61
—Percent 100.0% 19.1 56.5 22.7 1.7 6.9
Travel -Number 860 360 178 304 18 23
—Percent 100.0% 41.9 20.7 35.3 2.1 2.6
Vacation Pay —Number 877 120 701 35 21 6
—Percent 100.0% 13.7 79.9 4.0 2.4 0.7
aEach percentage in this column is based on the total of 883 units in the universe.
(Continued on next page)
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DIRECT vs INDIRECT COSTS
D/S Items 3.2.1 - 3.2.3
Method of Treatment for Applicable Units
Function, Element of 












Design Engineering -Number 769 456 103 198 12 114
—Percent 100.0% 59.3 13.4 25.7 1.6 12.9
Drafting -Number 771 443 104 212 12 112
—Percent 100.0% 57.5 13.5 27.5 1.5 12.7
Computer Operations —Number 660 63 266 303 28 223
—Percent 100.0% 9.6 40.3 45.9 4.2 25.3
Contract Administration -Number 793 49 641 89 14 90
-Percent 100.0% 6.2 80.8 11.2 1.8 10.2
Freight Out -Number 712 372 185 92 63 171
—Percent 100.0% 52.3 26.0 12.9 8.8 19.4
Line Inspection —Number 714 530 105 70 9 169
—Percent 100.0% 74.2 14.7 9.8 1.3 19.1
Packaging and Preservation —Number 743 334 144 240 25 140
-Percent 100.0% 45.0 19.4 32.3 3.3 15.9
Preproduction and Start Up Costs —Number 674 443 104 93 34 209
—Percent 100.0% 65.7 15.4 13.8 5.1 23.7
Production Shop Supervision —Number 687 119 455 107 6 196
—Percent 100.0% 17.3 66.2 15.6 0.9 22.2
Professional (Consultant) Services —Number 848 109 181 547 11 35
-Percent 100.0% 12.9 21.3 64.5 1.3 4.0
Purchased Direct Labor (On Site) —Number 751 663 11 50 27 132
-Percent 100.0% 88.3 1.4 6.7 3.6 14.9
Purchased Direct Labor (Off Site) —Number 744 686 6 34 18 139
—Percent 100.0% 92.2 0.8 4.6 2.4 15.7
Rearrangement Costs —Number 796 48 541 196 11 87
—Percent 100.0% 6.0 68.0 24.6 1.4 9.9
Rework Costs -Number 733 558 91 58 26 150
-Percent 100.0% 76.1 12.4 7.9 3.6 17.0
Royalties —Number 522 238 145 87 52 361
-Percent 100.0% 45.6 27.8 16.7 9.9 40.9
Scrap Work -Number 635 443 133 44 15 248
-Percent 100.0% 69.8 20.9 6.9 2.4 28.1
Special Test Equipment -Number 723 578 22 68 55 160
-Percent 100.0% 80.0 3.0 9.4 7.6 18.1
aEach percentage in this column is based on the total 883 units in the universe.
(Continued on next page)
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DIRECT vs INDIRECT COSTS
D/S Items 3.2.1 - 3.2.3
Function, Element of 
Cost, or Transaction












Special Tooling -Number 716 579 15 69 53 167
—Percent 100.0% 80.9 2.1 9.6 7.4 18.9
Subcontract Costs -Number 816 661 10 121 24 67
—Percent 100.0% 81.0 1.2 14.8 3.0 7.6
Warranty Costs -Number 572 327 139 36 70 311
—Percent 100.0% 57.2 24.3 6.3 12.2 35.2




11. ALLOCATION BASES FOR OVERHEAD POOLS









Single Plant-wide Pool Only 192 138 22 32
Manufacturing 346 254 50 42
Engineering 394 284 55 55
Manufacturing and Engineering 78 65 8 5
Tooling 39 16 3 20
Off-Site 99 74 7 18
Field Service 140 108 9 23
Material Handling 186 6 2 178a
Departmental/Shop 77 41 16 2 0Subcontract Administration 21 2 19b
Use and Occupancy 73 4 1 68c
Quality Control 77 43 11 23
Fringe Benefits 146 37 10 99d
Other 348 - - -
Percentage Distribution
Single Plant-wide Pool Only 100.0% 71.9 11.4 16.7
Manufacturing 100.0% 73.4 14.5 12.1
Engineering 100.0% 72.0 14.0 14.0
Manufacturing and Engineering 100.0% 83.3 10.3 6.4
Tooling 100.0% 41.0 7.7 51.3
Off-Site 100.0% 74.7 7.1 18.2
Field Service 100.0% 77.2 6.4 16.4
Material Handling 100.0% 3.2 1.1 95.7a
Departmental/Shop 100.0% 53.2 20.8 26.0
Subcontract Administration 100.0% 9.5 - 90.5b
Use and Occupancy 100.0% 5.5 1.3 93.2C
Quality Control 100.0% 55.8 14.3 29.9
Fringe Benefits 100.0% 25.3 6.9 67.8d
aIncludes 137 units (73.7%) with direct material cost as the allocation base. 
bIncludes 8 units (38.1%) with direct material cost as the allocation base.
 
cIncludes 57 units (78.1%) with square feet as the allocation base.




12. ALLOCATION BASES FOR G & A POOLS









Single G & A Pool Only 430 233 108 16 17 56
G & A Pool (plus one or more other pools) 237 68 70 3 8 88a
Commercial G & A Pool 31 7 7 1 __ 16
Government G & A Pool 36 12 8 1 - 15
Selling and Marketing Expense 92 25 28 7 3 29
Independent R & D Costs (IR & D) 102 28 33 9 6 26
Bid and Proposal Costs (B & P) 76 21 14 1 10 30
IR & D and B & P Costs 31 9 6 - - 16
Spares Administration 8 1 4 _ _ 3 
Corporate Home Office Expense 171 25 41 15 5 85b
Other G & A Pools 152 - - - - -
Percentage Distribution
Single G & A Pool Only 100.0% 54.2 25.1 3.7 4.0 13.0
G & A Pool (plus one or more other pools) 100.0% 28.7 29.5 1.3 3.4 37.1a
Commercial G & A Pool 100.0% 22.6 22.6 3.2 _ 51.6
Government G & A Pool 100.0% 33.3 22.2 2.8 - 41.7
Selling and Marketing Expense 100.0% 27.2 30.4 7.6 3.3 31.5
Independent R & D Costs (IR & D) 100.0% 27.5 32.3 8.8 5.9 25.5
Bid and Proposal Costs (B & P) 100.0% 27.6 18.4 1.3 13.2 39.5
IR & D and B & P Costs 100.0% 29.0 19.4 - - 51.6
Spares Administration 100.0% 12.5 50.0 _ _ 37.5
Corporate Home Office Expense 100.0% 14.6 24.0 8.8 2.9 49.7b
aIncludes 10 units (4.2%) with processing cost as the allocation base.
bIncludes 18 units (10.5%) with total cost incurred as the allocation base.




13. ALLOCATION BASES FOR SERVICE CENTERS
Allocation Base
Direct Cost
Type of Service Center Total Usage Labor Type Headcount Other
Number of Units
Scientific Computer Operations 239




Technical Typing Services 127
Communication Services 244
Facility Services 354
Auto Pool Services 111
Company Aircraft Services 53
Wind Tunnels 11
Personnel and/or Industrial Relations 128
Material Handling and/or Procurement 97




Other Service Centers 140
Scientific Computer Operations 100.0%




Technical Typing Services 100.0%
Communication Services 100.0%
Facility Services 100.0%
Auto Pool Services 100.0%
Company Aircraft Services 100.0%
Wind Tunnels 100.0%
Personnel and/or Industrial Relations 100.0%
Material Handling and/or Procurement 100.0%




179 15 11 3 31
192 22 45 8 58
85 40 10 - 31
143 51 26 10 56
65 38 12 1 33
48 40 11 2 26
108 23 25 11 7 7 a
63 47 12 6 226b
40 17 14 4 36c
32 2 10 - 9
4 2 _ 5
4 11 2 87 24  
21 19 - 8 49d
13 11 5 27 25
2 2 - 22 35e
_ 1 __ 6 25f
9 13 1 1 14
Percentage Distribution
74.9 6.3 4.6 1.2 13.0
59.1 6.8 13.8 2.5 17.8
51.2 24.1 6.0 - 18.7
50.0 17.8 9.1 3.5 19.6
43.6 25.5 8.1 0.7 22.1
37.8 31.5 8.7 1.5 20.5
44.3 9.4 10.2 4.5 31.6a17.8 13.3 3.4 1.7 63.8b
36.1 15.3 12.6 3.6 32.4C
60.4 3.7 18.9 - 17.0
36.4 18.2 __ _ 45.4
3.1 8.6 1.5 68.0 18.8  
21.7 19.6 - 8.2 50.5d
16.0 13.6 6.2 33.3 30.9
3.3 3.3 - 36.0 57.4e
_ 3.1 __ 18.8 78.1f
23.7 34.2 2.6 2.6 36.9
aIncludes 10 units (4.1%) with square feet as allocation base.
bIncludes 148 units (41.8%) with square feet as allocation base. 
cIncludes 9 units (8.1%) with square feet as allocation base.
dIncludes 9 units (9.3%) with direct material cost as allocation base. 
eIncludes 14 units (23.0%) with square feet as allocation base.
 
fIncludes 15 units (46.9%) with total payroll dollars as allocation base.
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14. METHODS OF CHARGING SERVICE CENTER COSTS TO GOVERNMENT 
























Scientific Computer Operations 239 211 88.3% 28 146 61.1%
Business Data Processing 325 170 52.3 155 149 45.8
Photographic Services 166 129 77.7 37 68 41.0
Reproduction Services 286 174 60.8 112 119 41.6
Art Services 149 113 75.8 36 46 30.9
Technical Typing Services 127 106 83.5 21 26 20.5
Communication Services 244 62 25.4 182 49 20.1
Facility Services 354 115 32.5 239 89 25.1
Auto Pool Services 111 33 29.7 78 39 35.1
Company Aircraft Services 53 26 49.1 27 26 49.1
Wind Tunnels 11 8 72.7 3 2 18.2
Personnel and/or Industrial Relations 128 19 14.8 109 27 21.1
Material Handling and/or Procurement 97 11 11.3 86 18 18.6
Accounting and/or Payroll Services 81 13 16.0 68 16 19.8
Security Services 61 13 21.3 48 13 21.3
Fringe Benefits 32 8 25.0 24 7 21.9
Quality Control 38 11 28.9 27 7 18.4
aThere were 357 units that reported the use of predetermined billing rates. Variances from actual costs were disposed of as 
follows: 89 prorated costs to users; 188 charged or credited variances to an indirect cost pool; 22 units used both of these 
methods; and 58 used “other” methods.
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INDIRECT COSTS 
D /S  Item 4.7.0
15. APPLICATION OF OVERHEAD OR G&A RATES TO 
SPECIFIED TRANSACTIONS OR COSTS
Overhead or G&A Applied at












Number of Units 772 548 26 75 123
Percent 100.0% 71.0 3.4 9.7 15.9
Purchased Labor
Number of Units 748 581 27 58 82
Percent 100.0% 77.7 3.6 7.7 11.0
Government Furnished Materials
Number of Units 644 21 15 6 602
Percent 100.0% 3.3 2.3 0.9 93.5
Interorganizational Transfers In
Number of Units 765 429 25 134 177
Percent 100.0% 56.1 3.3 17.5 23.1
Interorganizational Transfers Out
Number of Units 746 495 49 169 33
Percent 100.0% 66.4 6.6 22.6 4.4
Self-Constructed Depreciable Assets
Number of Units 667 245 184 114 124
Percent 100.0% 36.7 27.6 17.1 18.6
Labor to Install Assets
Number of Units 684 254 163 77 190
Percent 100.0% 37.1 23.8 11.3 27.8
Off-Site Work
Number of Units 563 414 51 67 31
Percent 100.0% 73.5 9.1 11.9 5.5
Other Transactions or Costs with Less than Full Rate
Number of Units 183 - 183 - -





D /S  Item 5.1.0
16. DEPRECIATION METHODS AND PROPERTY UNIT ACCOUNTING 















Asset Group Applicable -  Total 663
Number of Units 
747 823 840 761
.....  
Straight-line 260 578 286 318 357
Declining balance 59 19 99 108 95
Sum-of-the-years-digits 71 12 104 97 52
Straight-line and declining balance 86 52 90 85 74
Straight-line and sum-of-the-years digits 65 23 107 85 56
Declining balance and sum-of-the-years digits 10 6 28 26 36
Straight line, declining balance, and sum-of-the-years 88 33 73 77 65
digits
Other 24 24 36 44 26
Asset Group Applicable -  Total 100.0%
Percentage Distribution 
100.0% 100.0% 100.0% 100.0%
Straight-line 39.2 77.4  34.8 37.9 46.9
Declining balance 8.9 2.5 12.0 12.9 12.5
Sum-of-the-years digits 10.7 1.6 12.6 11.5 6.8
Straight-line and declining balance 13.0 7.0 10.9 10.1 9.7
Straight-line and sum-of-the-years digits 9.8 3.1 13.0 10.1 7.4
Declining balance and sum-of-the-years digits 1.5 0.8 3.4 3.1 4.7
Straight-line, declining balance, and sum-of-the-years 13.3 4.4 8.9 9.2 8.6
digits
Other 3.6 3.2 4.4 5.2 3.4
B. Depreciation Methods Applied to Property Units
Asset Group Applicable -  Total 663
Number of Units 
747 823 840 761
  
Individual units separately 498 498 457 416 516
Groups with similar lives 114 201 205 250 190
Groups with varying lives 25 19 51 51 29
Other or more than one method 26 29 110 123 26
Asset Group Applicable — Total 100.0%
Percentage Distribution 
100.0% 100.0% 100.0% 100.0%
Individual units separately 75.1 66.7 55.5 49.5 67.8
Groups with similar lives 17.2 26.9 24.9 29.8 25.0
Groups with varying lives 3.8 2.5 6.2 6.1 3.8





17. USEFUL LIFE BASES AND RESIDUAL VALUE TREATMENT 
BY SPECIFIED ASSET GROUPS













A. Basis for Determining Useful Life 
Asset Group Applicable -  Total 663
Number of Units 
747 823 840 761      1   
U.S. Treasury guideline lives 227 67 348 356 295
Replacement experience 199 32 235 249 250
Engineering estimate 108 14 90 73 72
Term of lease   - 511 - - -
U.S. Treasury guideline lives and 
replacement experience 19 11 25 25 20
Other 110 112 125 137 124
Asset Group Applicable — Total 100.0%
Percentage Distribution 
100.0% 100.0% 100.0% 100.0%
U.S. Treasury guideline lives 34.2 9.0 42.3 42.4 38.8
Replacement experience 30.0 4.3 28.6 29.6 32.8
Engineering estimate 16.3 1.9 10.9 8.7 9.5
Term of lease - 68.4 - - -
U.S. Treasury guideline lives and 
replacement experience 2.9 1.4 3.0 3.0 2.6
Other 16.6 15.0 15.2 16.3 16.3
B. Deduction of Residual Value from Total Cost 
Asset Group Applicable — Total 663
Number of Units 
747 823 840 761
     
Deducted 66 66 111 100 130
Deduction covered by depreciation method 39 12 76 82 62
Not deducted 490 615 542 581 480
Other or more than one 68 54 94 77 89
Asset Group Applicable -  Total 100.0%
Percentage Distribution 
100.0% 100.0% 100.0% 100.0%
Deducted 9.9 8.9 13.5 11.9 17.1
Deduction covered by depreciation method 5.9 1.6 9.2 9.7 8.1
Not deducted 73.9 82.3 65.9 69.2 63.1




D/S Items 5.2.0, 5.4.0 
and 5.5.0
18. COST ACCOUNTING DEPRECIATION PRACTICES COMPARED WITH 















Depreciation Methods 860 818 95.1% 42 4.9%
Useful Lives 860 828 96.3 32 3.7
Property Units 860 852 99.1 8 0.9
Residual Values 860 847 98.5 13 1.5
B. Income Tax
Depreciation Methods 860 381 44.3 479 55.7
Useful Lives 860 485 56.4 375 43.6
Property Units 860 681 79.2 179 20.8
Residual Values 860 696 80.9 164 19.1







Total Responses 1,500 100.0%
Recorded in same overhead and G&A pools as depreciation charges 3 62 24.1
Credited or charged to other income or expense accounts 505 33.7
Taken into consideration in the depreciation cost basis of new item where trade-in is involved 384 25.6
Not accounted for separately, but reflected in depreciation reserve account 158 10.5
Other methods 91 6.1




D/S Items 5.2.0, 5.4.0 
and 5.5.0
20. TREATMENT OF SPECIFIED COSTS INCURRED IN THE 

















Freight in 863 705 81.7% 74 84
Installation Costs 863 733 84.9 29 101
Sales Taxes 861 469 54.5 289 103
Excise Taxes 860 752 87.4 91 17
Architect-Engineer Fees 859 693 80.7 32 134
Overhauls (Extraordinary Repairs) 861 482 56.0 191 188
Major Modifications or Betterments 861 772 89.7 12 77
53
DEFERRED COMPENSATION 
D/S Items 7.1.1 -7.1.9
21. PENSION PLANS WHOSE COSTS ARE CHARGED TO GOVERNMENT CONTRACTSa
Number Percent
Characteristic of Plan of Plans Distribution
All Plans -  Total 382 100.0%
A. Actuarial Cost Methodb
Accrued benefit cost 87 22.8
Aggregate 69 18.0
Attained age 27 7.1
Entry age - initial liability frozen 97 25.4
Entry age - initial liability not frozen 70 18.3
Other or more than one method 32 8.4
B. Extent of Funding
Normal costs only 69 18.0
Normal costs plus interest on past service 23 6.0
costsc
Normal costs plus an amortized portion 250 65.5
of past service costsc
Other or more than one 40 10.5
C. Adjustment for Actuarial Gains and Lossesd
Adjustment of past service costs 44 11.5
Adjustment of current year’s costs 49 12.8
Adjustment of future years’ costs 221 57.9
Other or more than one 42 11.0
Not applicable 26 6.8
D. Amortization of Actuarial Gains and Losses
10 years or less 53 13.9
11-20 years 73 19.1
More than 20 years 84 22.0
Other or more than one periode 111 29.0
Not applicable 61 16.0
aIncludes only plans controlled by reporting companies and institutions. Does not include multi-employer plans or the Teachers 
Insurance Annuity Association - College Retirement Equity Fund. Of the 177 companies and institutions in the Disclosure 
Statement file, 136 reported that they controlled one or more plans; 20 reported plans controlled outside the company, and 21 
reported that they did not charge government contracts for pension plan costs.
bActuarial valuations were made annually for 352 plans (92.2%) and less frequently for 30 plans (7.8%).
cOf those plans for which past service costs were amortized, 70.3% reported amortization in 21-40 years and 29.7% in less than 
21 years.
dAdjustment of actuarial gains and losses included unrealized gains and losses in 144 plans (40.4%) and excluded them in 212 
plans (59.6%).
ePrincipally periods reflecting the expected working lives of participating employees.
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DEFERRED COMPENSATION 
D/S Items 7.2.1 - 7.2.3
22. DEFERRED INCENTIVE COMPENSATION PLANS WHOSE COSTS ARE 
CHARGED TO GOVERNMENT CONTRACTS





All Plans -  Totala 115
Number of Plans 
73 42
—
When accrued 80 57 23
When contributions are made to a trust fund 16 12 4
When paid to employees 13 4 9
Other or more than one method 6 - 6
All Plans -  Total 100.0%
Percentage Distribution 
100.0% 100.0%
When accrued 69.6 78.1 54.8
When contributions are made to a trust fund 13.9 16.4 9.5
When paid to employees 11.3 5.5 21.4
Other or more than one method 5.2 0.0 14.3
aAs reported by 79 companies. There were 98 companies and institutions which reported that they did not have deferred incen­
tive compensation plans or did not charge government contracts for such plans.
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